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Mr. E. STEWART FAY, Q.C., and Mr. PATRICK 
BROWNE (instructed by Mr. M. H. B. Gilmour, Chief 
Solicitor to the British Transport Commission) appeared 
on behalf of the British Transport Commission. 

Sir MILNER HOLLAND, Q.C., C.B.E., Mr. LEON 
MACLAREN, and Mr. GEORGE MERCER (instruc- 
ted by Mr. J. G. Barr, Solicitor to the London County 
Council) appeared on behalf of the London County 
Council, Hampstead Borough Council and the Islington 
Borough Council. 

Mr. B. J. MACICENNA, Q.C., and Mr. D. A. GRANT 
(instructed by Mr. Kenneth Goodacre, T.D.) appeared 
on behalf of the Middlesex County Council, Berks. 
County Council, Bucks. County Council, Hertford 
County Council and Surrey County Council. 

Mr. DUDLEY COLLARD (instructed by Mr. E. R. Farr), 
appeared on behalf of the Barking Borough Council 
and the South Essex Traffic Advisory Committee. 

Mr. LEON MACLAREN and Mr. GEOFFREY RIPPON, 
M.P. (instructed by Mr. Vernon Lawrence, O.B.E.) 
appeared on behalf of Anglesey, Cambridge, Cheshire, 
Cumberland, Denbigh, Dorset, Durham, Flint, Glamor- 
gan, Hampshire, Isle of Ely, Isle of Wight, Lancs., 
Leicester, Merioneth, Monmouth, Norfolk, Northamp- 
ton, Nottingham, Oxford, Soke of Peterborough, 
Somerset, Stafford, West Sussex, Worcester and Kent 
County Councils. 

Mr. D. A. GRANT (instructed by Mr. R. Webster Storr) 
appeared on behalf of Beckenham Borough Council. 



( President ) : I regret ithe delay, but I imagine by now 
the reason for it is sufficiently well know. 

{Mr. Phillips ) : May I add my apologies as the one 
responsible for it, although it is not due to any circum- 
stances over which I had any control. 

{Mr. Fay) : Since the reason is known, I think, perhaps 
I should add my apologies. 

Before we have the pleasure of listening to my learned 
friend, Mr. Grant, might I mention a matter which has 
already been foreshadowed. There is one not unimportant 
matter which was not puit to my accountant, Mr. James, 
and which was dealt with by the two accountants called 
by the Objectors, and that is the question of the improve- 
ment of net receipts in consequence of the investment of 
extra capital which is foreshadowed for the next few 
years. If I have your permission, I would like to recall 
Mr. James to deal with that matter, and that matter alone, 
and he will not itake very long in doing it. It occurs to 
me that if I have your permission so to do, it would 
be proper that the evidence should be given before the 
speeches of my learned friends Mr. MacKenna and Sir 
Milner Holland, because, no doubt, they will wish to 
comment upon that as well as other matters. May I have 
your permission to recall Mr. James at a convenient 
moment, Sir? 

{President) : Yes. 

{Mr. Fay) : In that event, perhaps immediately after my 
learned friend Mr. Grant’s speech would be a convenient 
moment, because then we anticipate that Mr. MacKenna 
will be here to -listen to it. 

{President) : Does not Mr. Grant want to hear it? 

{Mr. Grant) : I shall hear it, but I do not think I shall 
want to address you on it, because I am really not dealing 
with the financial aspect of -the case at all. 

{President) : Very well, we can take it after Mr. Grant’s 
speech, subject to anything Mr. MacKenna may say. I 
suppose Mr. MacKenna will want to hear it, will he? 
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& Co.) appeared on behalf of the Hastings, Bexhill & 
District Season Ticket Holders Association. 
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behalf of the Southend-on-Sea County Borough Council. 

Mr. F. A. RULER, represented the Federation of 
Residents’ Associations in the County of Kent. 

Mr. D. J. D. WELLUM, represented the Benfleet & 
District Railway Travellers’ Association. 

Mr. JOHN MAGUIRE, F.C.I.S., represented the 
United Commercial Travellers’ Association of Great 
Britain and Ireland. 

Miss DOROTHY D. FORSTER, represented the 
Walthamstow Trades Council. 

Mr. G. A. BAGNALL, represented the Herne Bay Urban 
District Council. 



{Mr. Grant) : He will, Sir, yes. 

{Mr. Fay) : I have also informed my learned friend 
Mr. MacLaren. 

{President) : Which is your Exhibit, Mr. Grant? 

{Mr. Grant): BEC 1, 2 and 3 at the end of Day Six, 
Sir. 

As you know, I appear for the Borough of Beckenham. 
This is the first occasion on which this Borough has 
objected to any proposal made by the British Transport 
Commission, and we have only done so because this 
Scheme did appear to propose such a high increase in 
fares, especially on British Railways’ London Lines, and 
the increase appeared to come so soon after the last 
actual increase which took place in September, 1957. 

I will try and describe to you our interest : Beckenham, 
as you probably know, is a borough lying to the south 
of London on the borders of the London County Council. 
It covers a considerable area and is connected to the 
centre of London by two railway lines 

( President ) : Is it wholly within the Special Area? 

{Mr. Grant) : It is wholly within the London Area, but 
I can never remember whether the London Area is exactly 
the same as the Special Area. 

{President) : Very few people do remember except 
Traffic Commissioners. 

{Mr. Grant) : It is certainly, for -the purpose of this case, 
a London Line ; there is no doubt about that. 

For daily travel to the centre of London the Railways 
provide the only practical method of -transport. There 
are, as I think I put in cross-examination, bus services 
and there are also Green Line services, but the time 
factor is so material that, in fact, for the people who go 
to London regularly, or indeed at all, the most convenient, 
and, indeed, the only, service is the railway service. There 
are -two lines and in all 15 stations; three of the stations 
are outside the Borough and the other 12 are inside 
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the Borough. One of the lines is the Orpington-Victoria 
Line and the other As the Mid-Kent Line from Hayes to 
Charing Cross. It is an entirely residential Borough, 
and the population figures of the 1951 Census were 
74,834. In 1958 an estimate was made in June of that 
year by the Registrar-General that the population had 
increased to 75,380 ; that is only an increase of some 450 
persons An seven years. It is a Green-Belt Area and it is 
not, as such, developing fast. That is slightly material 
when we come to consider the evidence by the Trans- 
port Commission that the peak periods are becoming more 
acute, because, certainly, it could not be due to any- 
thing happening from our area. 

The inhabitants’ interests in this Application, of course, 
are, first of all, their local road services and their railway 
services to London ; when they get to London, of course, 
the Central London rail and bus services, and the railway 
services elsewhere to some limited extent ; but I am only 
really going to concentrate in my address on the railway 
services to London and the effect on those services of this 
Application. Of course, that does not mean that I do not 
support the London County Council and the other County 
Councils in their Objections which deal with the other 
services, we do support them ; but I only want to put 
before you the main points as they affect us on London 
Lines. 

In order to try and give you some estimate of the volume 
of traffic that is going from our Borough to London, we 
have examined the 1951 Census and looked at the Report 
of the usual residences and workplaces which is set out 
in Table 7 on page 26 of the 1951 Census. 

(. President ): Table 7 in which volume? 

(Mr. Grant): In the 1951 Census, Sir. 

(. President ): The 1951 Census extends to a large number 
of volumes. 

(Mr. Grant) : I am sorry, I have not got that, but I hope 
the figures are correct : The occupied population is 33,000, 
men 23,000 and women 10,000; and persons working in 
London, other than Lewisham, 23,000 out of the 33,000, 
of those men being 17,000 and women 6,000. Of course, 
I cannot say that all those people go to the Centre of 
London. It is headed : “ London other than Lewisham ”, 
and we have taken out Lewisham because, obviously, they 
are not so much concerned. Apart from the people who 
go regularly to London, there are a number of people 
who go to London on occasions who will be taking, of 
course, not a season ticket, and, possibly, not even the 
daily return ticket, but, possibly, the single or the period 
return. 

I want to divide my submissions into dealing with the 
ordinary fares first, that is the single and the period returns, 
and then I would like to go to the season tickets, and 
with those I shall probably deal also at the same time with 
the daily returns. 

As to ordinary fares, of course, the Application is for 
a rise in the maxima of 2d. per mile to 3d. a mile, which 
is a material rise so far as we are concerned. I ask you 
to approach the case with the recollection of what Mr. Fay 
said in opening the case about the attitude of the British 
Transport Commission to the London Area. That is on 
page 12, and I think I had better just read it to you. He 
was there dealing with three questions which this Tribunal 
asked the British Transport Commission in July of 
1957 

(President) : We did not ask the Transport Commission, 
in fact ; we asked the Objectors if they would mind 
addressing their minds to this problem, and the Transport 
Commission jumped in, in fact. 

(Mr. Grant) : I am glad to have got it right, but I do 
not know that it makes any difference, because the answers 
were given. I think I ought to concentrate on the third 
question at the bottom of column 1 : “ Do you agree that 
the maximum charges prescribed in any Scheme should be 
such as to empower the Commission to obtain, in the 
case of the London Transport Executive services, or as 
the case may be, in the case of the London Area services 
as a whole, more revenue than is required for the purpose 
of paying its way, or their ways.” The answer was given 
in the next column : “ In the particular case of London, 
and in present circumstances, the Commission would only 
wish to ask for such maximum charging powers as they 
could satisfy the Tribunal were reasonably required, if 
fully exercised, to enable these services to pay their way 
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in the sense in which that expression is used in the answer 
to Question 1. This does not imply that the Commission 
would exercise any additional charging powers so granted 
immediately. The actual fares charged at any time would 
depend on managerial decisions in the circumstances then 
obtaining.” Of course, that was “ paying their way ” as 
described above, namely, making a contribution to the 
liquidation of accumulated deficits and the setting up of a 
General Reserve. 

I want to consider for one moment how has the case 
been made out on that basis? Mr. Fay repeats it, of 
course, shortly afterwards : “ What we propose to do in 
this case is to show that as regards London Transport by 
itself firstly, and secondly as regards the London Area as 
a whole, the proper revenue requirements of the under- 
taking need the yield of this Scheme for their fulfilment 
and in support of that we say this, that broadly — and I am 
dealing with London Transport now — London Transport 
should have sufficient annual revenue to cover firstly its 
working expenses, secondly its Central Charges, thirdly a 
replacement reserve and fourthly a general reserve . . .” 

That, of course, deals with London Transport, but when 
we come to the London Area as a whole and London 
Lines, I think my learned friend really put his case at 
the bottom of page 14. He described to you that he 
was not going into any elaborate costings exercise for 
London Lines because he said you have not approved 
such an exercise in the past, and he said this : “ The 
costings exercise we went through in 1954 was an attempt 
to introduce whatever accuracy, or measure of accuracy, 
could be introduced, and I think I am right in saying that 
that did not commend itself very highly to the Tribunal, 
and since then, and it is still the position today. We do 
not propose to make an elaborate costings exercise ; we 
propose to look at the position of London Transport, and 
in the light of the position of London Transport, to assess 
what the yield of a maximum Charges Scheme ought to 
be ; and then to look at London Lines of British Railways 
and see what happens if the same maxima are applied 
to that system. In my submission. Sir, the result is a 
perfectly satisfactory one 

Of course, that would make sense to some extent if 
the same maxima were being applied to London Lines 
of British Railways, but, in fact, they are not. Of course, 
it is very material to remember, when one considers this 
case, that the case for the London Lines is simply put like 
that : We look at London Transport Executive, we find 
out what the figures are, and then we do a calculation 
about London Lines applying the same maxima. But the 
same maxima are not applied in any form, because when 
we come to ordinary fares, singles and period returns, 
the maxima proposed for London Lines are quite different 
from the maxima proposed for London Transport Execu- 
tive Railways and London Transport Executive road 
services. Those are set out in the Scheme in the Second 
Schedule, and they work out at a bit more than 2d. a 
mile ; but what we are faced with, of course, is an 
Application for 3d. a mile, and that is going to be applied, 
according to Mr. Harbour, eventually to the Area as a 
whole. I know of no evidence that has been given, and 
no argument that has really been put forward, that the 
3d. maximum which applies to British Railways as a 
whole all over the country as a maximum, should be 
applied to London Lines as an actual, and that, if I may 
say so respectfully, is the fallacy with which Mr. Fay was 
dealing at the bottom of column 1 on page 14. 

(President): Of course, this was gone into in great 
detail in the first London Inquiry, the difficulty of British 
Railways having one rate operative up to, say, the northern 
borders of London, another rate operative so far as 
passengers were going through London, and then a reversal 
to the first rate when passengers set their faces towards 
Hastings or Southampton. 

(Mr. Grant): Is that not going to happen, Sir? It is 
bound to happen as a result of this Scheme. 

May I summarise the effect of the evidence of the 
British Transport Commission as to the reasons for their 
maximum of 3d.? Sir Reginald Wilson, who dealt with 
it, said that this is not going to be put up as a general 
rule, we want maxima for certain things : We want maxima 
for peak travel (at Q. 70) ; we want a maximum of 3d. 
for branch lines, we want a maximum of 3d. for dealing 
with special late and early services (Q. 75) ; we want a 
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maximum of 3d. to deal with short journeys on long- 
distance trains (Q. 78) ; we want a maximum for dealing 
with marginal costs (Q. 81) ; and then at Q. 100 he said: 
We want a maximum so that the local managers can 
exercise their discretion in raising it up to the maxima, or 
keeping it slightly below, or keeping it at the present level. 
So if that is the way it is going to be operated all over 
the oountry, you are going to get graded fares going up 
from the present fare up to 3d. all over the British Rail- 
ways’ lines outside London, but when you get to London 
Mr. Harbour has told us you are going to get a 3d. as 
an actual fare. So that if you have decided — and I am 
glad you told me that you have — that there should not be 
■this division in London, surely this Scheme is going against 
that, because what has really happened here is that the 
figure of 3d. per mile which is proposed as the maxima 
for this exceptional traffic outside London, the managers 
having discretion to put the figure up to the full maxima 
or not as they like, is going to become the actual fare 
all over the London Area. So there is going to be this 
quite extraordinary step when you come into the London 
Area from outside. 

(Mr. Poole ) : That only applies to single tickets and 
period returns, does it not? 

(Mr. Grant ) : It only applies to single tickets and period 
returns very clearly, Sir. As I see the case, there is no 
answer to that. 

(President) : Are you asking for the abolition of day 
returns and the application of -the full London Transport 
day return? 

(Mr. Grant) : I am no-t asking for that at all, Sir ; I 
am just making a submission on the effect of this Applica- 
tion on ordinary fares. You have to remember that at 
Day Three, page 62, at Q. 359 Mr. Harbour said, applying 
to the London Transport Area as a whole, that the fares 
were going to be put up to the maximum eventually. 

(Mr. Poole): Which question is that? 

(Mr. Grant): 359, Sir, the first half of the question: 
“ Well, the Scheme before the Tribunal is a maximum 
Charges Scheme, and it is considered that the precise 
manner in which these powers for the London Area — if 
granted, of course — would be used, and the timing of 
such utilisation are matters -which must be left with the 
Commission to determine in the light of commercial and 
economic circumstances. I must make it clear, however, 
that it is intended eventually to make full use of the 
charging powers sought in this Application. There will, 
as you pointed out, Mr. Fay, be no general increase in 
the London Area fares in -the next six -months, and it will, 
in any event, probably be to -the Commission’s advantage 
in the short term to proceed by stages to these maximum 
permitted increases, particularly where they are relatively 
large amounts.” But when they have proceeded to this 
stage and have -put up the fares -on London -Lines to 3d. 
per mile for ordinary fares, you are goi-ng to have this 
extraordinary position -that a maxima fixed f-or dealing 
with branch lines, for dealing with exceptionally high cost 
traffics in the Provinces, is going to be applied throughout 
the London Area, and, in my submission, there is no case 
whatever been made -out for that. 

Before I leave th-i-s point I want to refer you to the 
quantity of -traffic which is involved in -the ordinary fares, 
because Mr. Poole did say ,a moment -ago that this, of 
course, only applied to the ordinary fares. I think you 
can get that figure at Day Five, page 109, Table BH 15A. 
The first -line -o-f tha-t table is headed : “ Ordinary full fares. 
Single and Return ”, -and the second -line, you will notice, 
is headed: “ Day return fares, etc.”, and so the single and 
return fares there refer to the single fares and the period 
■return-s. The volume of -the -traffic is shown from the 
existing receipts -as £7fm. That, of course, should be 
related to the total volume on the London Lines, which 
we know is £28m., and -that means that 28 per cent, of 
-this traffic will carry in -future, if this Scheme goes through, 
an actual charge -of 3d. a mile, and we can -see w-hat happens 
to it: The gross yield would be £3m. and the discounted 
yield — and it is -bou-nd to go down, of course — is 
£1,640,000, and that assumes a loss of 5 per cent, of the 
traffic from two to 11 miles, and 15 per cent, -of the 
remainder. So that, as a result of this action, one passenger 
in seven is lost. We suggest that no case whatsoever has 
been made out for this violent increase ; and to equate 
the actuals in London to the maxima provided for the rest 
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of the country to deal -with exceptionally high-cost traffic, 
we say, is quite illogical and wrong. 

If I might turn to season tickets, of course the position 
is quite different there. Under -this Scheme, as we have 
seen, there is assimilation, if that is -the r-ight word ; any- 
way, there is a similarity — in fact, I think they are identical. 
The fares of British Railways’ London Lines for ordinary 
fares, single and period return, -are identical to British 
Railways outside London, and the London Transport are 
quite different ordinary -fares. For daily return fares the 
British Railways’ London Lines’ fares are the same as the 
London Transport Railways’ fares, -the British Railways 
outside London -are quite different. When you come to 
-the season tickets there has been an attempt to assimilate 
all -three, all three branches are now to be the same ; the 
British Railways -outside London, the British Railways 
inside London and the London Transport Railways are all 
to have the -same season tickets. Of course, t-hat is bound 
to have some curious results. 

The British Transport Commission, when they put their 
case forward, admitted that they were putting up the 
season tickets quite considerably. They put in a graph 
before you, RLIW 13, on Day One to show the discounts 
that a man would get if he travelled by season ticket as 
opposed to going by ordinary fare ; you see that on 
RHW 13 at page 33. It is meant to show, of course, 
that season tickets are very attractive still, but the 
exercise, of course, was only done in relation to monthly 
season tickets, comparing them with the maximum ordinary 
fare of 3d. per mile. It was not done at that stage com- 
pared with day return fares, which are the ones, of course, 
that a London passenger would be interested in. You have 
to assume that the passenger in this case who lives at 
these distances is calculating what advantage he will get 
by going by season-ticket rate or by buying each 
day an ordinary ticket, and, of course, if he going up to 
his work every day and down again he is going to com- 
pare, not the ordinary single ticket, but the daily return 
ticket, and, of course, the very attractive figures do not 
apply to London at all for that person. When I suggested 
that to Sir Reginald Wilson in cross-examination at Day 
Six, page 138, Q.1535, he, quite clearly, had not appreci- 
ated it. He was under the impression that this graph 
applied to all season tickets, he said, throughout the whole 
of British Railways, including the London Lines. I asked 
him the point again, and he said : “ The season ticket 
scales inside and outside London are assimilated under 
the Scheme, and that is the diagram which shows the dis- 
counts which are available whether the man is in London 
or not.” I put it to him again, and he replied again : “ It 
applies to all season ticket holders throughout the country 
on British Railways holding monthly season tickets.” If 
I may say so, that does show, with great respect to Sir 
Reginald, the confusion in the minds of the Commission 
which really resulted from their Scheme. It does not 
apply, of course, to all season ticket holders, and it is as 
a result of that that we put in our Table BEC 1, which 
will show you the relationship between the proposed season 
tickets at the weekly rate — which we suggest is the right 
one — and the daily return fare with which the passenger 
will compare it. If you would be kind enough to look 
at BEC 1 on Day Six, you will see the proposal in the 
last three columns on the right-hand side. We have set 
out in column 8 the daily returns, we have set out in 
column 9 the weekly season rates, and we have set out in 
column 10 one divided by the other. The range I am 
particularly interested in is from 8 to 15 miles, and you 
will see the effect of the proposals. If one takes the 
position of a man who goes up to London five days a week, 
in order for a season ticket to be attractive to him the 
weekly season ticket rate must be less than five times the 
daily return rate, otherwise he loses money on it, and 
you see what has happened now. Looking at 8 miles, 
if you go on five days a week you pay more if you take 
a weekly season ticket as opposed to going up every day 
by daily returns ; the effect is the same at nine miles, the 
same at ten miles, at 11 miles it is marginal, at 12 miles 
you get, I think, a 6d. advantage at the end of the week, 
at 14 miles you get a little bit more until you get up to 
15 miles, when you get a small advantage, 2s. 6d. I think, 
one journey out of the ten journeys you propose to do 
during the week. If you look at the existing rates you 
can see how that position has been changed for the worse 
for all these season ticket travellers : At present at 8 
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miles it is marginal, but it is worth taking a season ticket 
each week, it is worth doing, and it is worth doing pro- 
gressively more as you go further down the list until at 
15 miles — which is the furthest distance I am dealing with 
— you get two-thirds of a day’s journey or a bit more. 

(. President ) : There is no law of nature, is there, that 
there should be an advantage in a season ticket over a 
daily return? 

{Mr. Grant) : There is a very good commercial reason. 

( President ) : There may be a good commercial reason, 
but there is no established principle of the law of natural 
justice, is there? 

{Mr. Grant): I should have thought there almost was. 
One could formulate it quite easily. You should have 
some advantage by taking a season ticket. You remem- 
ber it was put to Sir Regonald Wilson in cross-examination 
what were the advatages to the Railways of having season 
tickets, and the advantages are, broadly, that they get a 
contract for a week, they save on their booking charges, 
they can plan their traffic better because they are certain 
these people are going to travel by rail and not going to 
change their minds because it is a nice day and go by 
bus, and they get the money in advance, although in this 
case it is only a week in advance ; but you will remember 
that the evidence of Mr. Harbour is that most of the 
traffic is a weekly season ticket traffic. You remember 
he said that these people were paid by the week and they 
pay by the week, and they do not have a monthly season. 

The result of this — and I suggest it is deliberate — is that 
these season tickets are getting less and less attractive 
to the passengers. We have compared it with 1952, be- 
cause there was some suggestion that, really, we were just 
going back to the 1952 .figures, but even in 1952 we 
were better off ; in all mileages except 8 it paid people 
just to take a weekly season. Now it is only going to 
pay anybody who makes a railway journey of more than 
12 miles to' London. We say 'that is grossly unfair. 
There is an advantage to the Commission in these people 
buying season tickets, and it should be passed on to the 
passengers, and we suggest for your consideration that the 
rule of nature to which you referred just now is that 
the weekly season tickets should noit exceed 4-5 of the day 
return rate, which would mean, in effect, that one journey 
a week, half a day’s journey, was made by the passenger 
free of charge, a 10 per cent, reduction. We do suggest 
for your consideration that if this is not done, if the 
maxima are allowed to go forward as they are and if 
they are put into force, as we are told they will be, 
there are bound to be fewer .and fewer people taking 
season tickets, there are bound to be longer and longer 
queues at the 'ticket offices and greater inconvenience. It 
is very douhtful whether there will be any great saving 
to the Railway Executive as a result of this, because 
they will just have to increase their booking staff or 
otherwise put the passengers to great inconvenience. We 
suggest that these figures plainly show — whether you call 
it a law of nature or commercial sense — that the maxima 
have been put in this Scheme either intentionally to stop 
people taking the seasons, or without proper consideration 
for what the effect would be. 

We have set out in BEC 2 the effect on the monthly 
season. That is more attractive to a passenger, as it 
most certainly ought to be, of course, but, still, you 
see the progression going against the season ticket holder. 
The figures in column 8 are the daily returns as before, 
column 9 is the monthly season rate, and column 10 
shows the .monthly season rate divided by the daily 
return. Of course, there is one slight complication in 
all these figures, and that is that the British Railways 
take a calendar month and one can never be quite 
certain how many working days there ought to be in the 
calendar month, they vary from 23 to 20. There are 
20 working days this month, 20 working days next 
month because there is a Bank Holiday, about 20 working 
days in August, and 21 working days in any 31-day 
month which has five week-ends, quite apart from the 
Bank Holiday months. You see, again, how very un- 
attractive it is to take a monthly season where you 
pay a month in advance. At eight miles the multiplier 
of the day return compared with the monthly season 
is 19-76. If you travel for 20 days in February or 
20 days in March — that is to say, five days a week — to 
London, as much as you can, you save 6d. I know it 
may be suggested : “ Well, you can always trot up on 



[Continued 



Sunday to church ” — that was Sir Reginald’s view — “ and 
you can go up in the evening if you want to ”, but it 
has 'to be made sufficiently attractive for these people 
who do not go to football matches on Saturday, church 
on Sunday, or to the cinema in London. 

Again, if you look at the progress from the present 
position you will see that it is made less attractive 
for the season ticket holders to buy a ticket. At the 
moment at eight miles the multiplier is 18, on a 20-day 
month they will get two journeys free ; now it is going 
to be 19-76 and they get a fraction of a journey free. 

{President) : Of course, the whole of this argument 
would disappear if we increased the daily return fares, 
would it not? 

{Mr. Grant) : You could do anything you like, I am 
sure, to make any argument disappear, Sir. 

{President): That is a comfort! 

{Mr. Grant): But I. have to deal with the situation 
as it is. I did not know that there was any proposal 
by anybody to increase the daily returns. It also would 
disappear if you reduced the season ticket monthly rate, 
as I ask you to do. 

On my third table we have set out the relationship 
between the daily returns, the weekly season rates and 
the monthly season rates, and in the third column we 
have set out the existing daily return rates compared with 
the proposed rates. You will see the increase there 
varies from 6-3 per cent, down to 4-5 and up again to 
8-7 per cent at 12 miles, and at 15 miles it is 10-7. 
If you look at the weekly season rates you will see quite 
a different picture: The progress starts at eight miles 
at a 17 per cent, rise and goes up to 21-8 per cent, at 
15 miles, and the monthly season rates are comparable 
with that, a 7 per cent, rise at eight miles and 21 -9 per 
cent, at 15 miles. The effect of what has happened, of 
course, is a great increase in the season ticket rates com- 
pared with the daily return fares in . London, and that is 
really because the season ticket rates have been put in 
line with British Railways all over the country. 

What, really, is the reason for this very considerable 
increase in the season ticket rates and the season tickets 
being made very much less attractive to travellers? First 
of all, I would like to show you the volume of traffic 
with which we are dealing, which can be seen on Day 
Five at page 113, in BH 5H. You see there on Appendix 
H British Railways’ London Lines’ season ticket rates. 
The year’s receipts at existing charges on British Railways’ 
London Lines are £12,179,000, and that has to be related 
again to the gross figures for British Railways’ London 
Lines, which are £28m. That means that 43 per cent, 
of the total receipts on British Railways’ London Lines 
come from season ticket holders, and they are the people 
who are going to have this quite serious rise. We can 
get some idea of the number of people involved if you 
turn over the page and look at the estimated passenger 
journeys, London Area traffic, for 1958, budget year. It 
is only dealing with originating traffic, but I do not think 
that affects this point. You will find in line 4 the season 
tickets, and in column 12 the number of season ticket 
passenger journeys for the budget year, which is 201 
million, and that has to be compared with a London 
Transport Executive Railways’ total passenger journeys 
for budget year of 90 million, with, of course, coaches 
having a very small amount and country buses having 
a very small amount, too. So out of the total, which is 
given in column 14, of 294 million, 201 million come from 
British Railways’ London Lines. I know it is difficult to 
estimate how many people are involved just from 
passenger journeys, but one must remember that one is 
dealing with regular passengers. There are about 244 
■working days in the year, and if you assume that all 
these people do not go up every single day, and you take 
a very rough figure of about 200 as being the number of 
journeys made — which may, of course, be very wrong 
— by individual persons during the year, you get a sum 
of about 1 million people involved. 

If we look back at the table, it is proposed that these 
fares should go up by round about 20 per cent, at our 
mileage, and let us see what happens to the poor 
passengers. The discounted yield in column 4 of BH 15H 
allows for a 1\ per cent, loss of traffic. We asked Mr. 
Harbour what he thought was going to happen to those 
passengers and he said they would go up by road, they 
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would get into their cars and bicycles and go up by road. 1 
To get some sort of idea of the difficulty, if I am right 
in estimating about 1 million people making 200 million 
passenger journeys in a year, that would be 75,000 people 
going up by car. If one takes the Beckenham figures by 
themselves, as I have only got some 23,000 people going 
to London, and if one takes only a figure of 10,000 going 
regularly to the centre of London by season tickets, which 
is a modest figure, there would be some 750 going by car 
as a result of these proposals. Of course, I need hardly 
make the point to you that an increase in the traffic in 
the centre of London of 750,000 new passengers in their 
cars in the next year would have a serious effect, not only 
on the whole of London' traffic problems in the centre, 
but also on London Transport road services in the centre 
of London, who, of course, have always got to compete 
with an increasing traffic. 1 hope that will make you 
pause to think for one moment whether this proposal is 
desirable. 

What, really, is the case made out for the British Trans- 
port Commission’s real attack on the season ticket holders? 
They are said, first of all, to be peak traffic, and, of course, 
that must be right ; but they are not the only peak traffic 
in London, there is also a very considerable peak traffic on 
the buses, and the effect of this proposal is to single out 
the peak traffic so far as they can be identified as season 
ticket holders only on the railway services and make them 
pay this considerable increase. Nobody is proposing that 
the peak traffic on the buses should pay any increased fare 
by reason of being peak traffic. Is there any sense at all 
in differentiating in this way and making the peak traffic 
on the railways, both London Lines and London Transport 
Railways, pay almost a penal fare as opposed to the bus 
services? My submission to you — and it is, really, sup- 
ported by the evidence — is that it is desirable that the peak 
traffic should not leave the railways but should remain 
on the railways, indeed should be increased on the railways. 
Sir Reginald Wilson at Day Two, page 46, did say that 
the peak traffic is the railways business. In the last line of 
the first question in column 1 of page 46 you will see : 

“ 1 am merely saying that the extreme peaks are very 
largely the business of British Railways ”. That is really 
confirmed by the Chambers’ Report, because at page 23, 
Paragraph 94, they say that one of the advantages London 
has is that a great quantity of the peak traffic is carried 
on the railways, London Transport Lines and the suburban 
lines of British Railways : “ Moreover, in practice, a large 
part of the travel to and from work in London is done on 
the railway services of London Transport (the Tube Rail- 
ways and the Metropolitan and District Lines) and on the 
suburban lines of British Railways.” Then, Sir, in Para- 
graph 1 86 on page 45 they turn to London Transport rail 
services and they say : “ The passenger traffic on the 
railway services of London Transport causes peak-period 
problems which are even more acute than those of the 
road services. For peak-period travel, however, the Tube 
Railways can move passenger traffic far more effectively 
than any road service A member of the Road Research 
Laboratory of the Department of Scientific and Industrial 
Research has estimated that the most intensive bus service 
can move passengers from one point to another at the rate 
of 18,000 persons in an hour, but that a Tube Railway, 
with trains proceeding at maximum frequency, can move 
42.000 persons in an hour.” So, although I have to 
concede, as anybody must, that there are peak problems 
on London Transport Railways, it is not desirable that 
fares should be put up on the railways which could have 
an effect of putting people off the railways and on to the 
bus services. One would think that it was really more 
consistent with the duty to provide an efficient and 
adequate service for London that the encouragement 
should be the other way round. 

There was some evidence given by Sir Reginald Wilson 
to the effect that the peak had in some way become 
unmanageable. That really cropped up, if I may use the 
phrase, at Day 5, page 9L in answer to a very long 
question put by my learned friend Mr. Milner Holland, 
as he then was, about the advantages to the railways of 
season ticket holding. I do not want to read the long 
question, Sir; it is quite clear that Sir Reginald was 
listening to it all the time, and probably wondering what 
on earth he could say at the end ; but when it came to 
the end, he said in the last sentence of the answer : “ But 
it is not an argument, and was never intended to be an 
argument, for allowing the peak traffics on the railways 



become unmanageable ”. That was the first time the 
peak traffic on the railways became unmanageable in the 
course of this case. It cropped up again in the course of 
the evidence ; it was not part of my learned friend’s 
opening, and it was not part of the evidence-in-chief, nor 
was it supported by any figures whatever. 

(. President ) : And what does it mean? 

(Mr. Grant)-. I do not know. But so far as we in 
Beckenham are concerned, we are very puzzled by this 
Application, which seems to be directed against the season 
ticket holders ; we are puzzled because as we had always 
understood the position, we were, so to speak, acting in 
some way to the advantage not only of ourselves, but also 
to British Railways. Most of our inhabitants went to 
Beckenham between the wars at a time when, of course, 
the railway service was being vastly improved by electri- 
fication. We know, of course, that there were peak 
problems, but we had always understood that the railways, 
by the policy of electrification, were encouraging the people 
to go and live out of London. 

So far as the peaks becoming unmanageable are con- 
cerned, that surely cannot be dealt with by a rise in fares ; 
if something has to be done when it is so bad, it cannot 
be done by an increase in fares. These people who live 
in the suburbs and outside London generally have to come 
into town for their work, willy-nilly, and in the vast num- 
ber of cases they must come by rail. If the effect is 
going to be to put them in a car, I would say that it is 
really an act of desperation if it drives them to come long 
distances from the country by car day by day, and T 
would ask you to hold that no case whatsoever has been 
made out 

(President): Surely there are quite a lot of desperate 
people, if that be so, Mr. Grant? 

(Mr. Grant) : Yes, Sir, and it gets more difficult. I would 
submit that controlling the peak traffic and seeing that 
London does not develop in too unwieldy a manner are not 
matters for the British Transport Commission ; there is 
the Town and Country Planning Act and the zoning of 
development outside London to deal with this and other 
matters. It may be that if this gets too serious, there 
will be legislation that will try and spread the peak. But 
it cannot be done by the Commission, and I think Mr. 
Harbour conceded that it could not be done by any 
variation in fares. 

I say he conceded that, Sir ; when he was cross-examined 
about the removal of .the early morning fares, he said he 
did not .think it would make any difference with regard to 
the time when people would travel. He said that the 
attraction of the early morning fare did not make them 
travel earlier, so therefore a revision of the fare in the 
peak periods will not make them travel earlier or later. 
People have to travel so as to get to their offices at a 
certain time, and there is nothing that can be done about it. 

There has been no attempt to cost the peaks or to say 
what they are costing the railways. That would be a 
very difficult exercise, and no attempt has been made to 
do it ; no attempt has been made to give the extent of 
the .peak traffic or to show that it has been increasing. 

As I understand .it, the case for British Railways on 
Exhibit WW 1 1 

(President): But Sir Reginald Wilson said that every 
extra passenger at the two peak periods cost about six 
times the average. It is quite true that he did not produce 
any table in support of that. 

(Mr. Grant): I do not remember the answer, Sir. 

( President ): Look at Question 876. 

(Mr. Grant) : We are not dealing with extra passengers 
at the moment ; we are dealing with a Scheme which 
results in a 7 per cent, loss of passengers. 

Exhibit WW 11 really sets out the financial results on 
London Lines, and of course it was introduced by Mr. 
Winchester ; I am sure Mr. Winchester would not claim 
it as being anything else but a very approximate table, 
and any deviation of 2 per cent, or 3 per cent. one way 
or the other could make a very considerable difference. 

But that table appears to show a shortfall on present 
charges of £1 -0m. The figures are all to the nearest mrllion 
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pounds or to the nearest half million pounds ; the 
passenger receipts at present charges are taken at £28m. 
The figures last year, I think, were £29m., so £L0m. was 
taken off because it was thought that the gain to British 
Railways, London Lines, which resulted -from the bus 
strike would be lost this year. 

It seems at first sight to be rather surprising that the 
losses on -the buses -were to go on and -the gain to the 
railways was not to be maintained, but that is the position 
on the figures we have. If that figure of £28'0m. were 
£29-0m. this year, we would have -a very different picture, 
and if a lot -of the other figures — they are only approximate 
— were wrong, -also you would -get a very different picture. 

But it is on -that figure of £28'0m. that -the yield, if the 
proposed maximum charges are applied in full, will be 
£4-jm. ; -I think it is really £4-6m., but it does -not matter. 
I suggest for your consideration, Sir, that the yield is 
far too- high. 

I do not know any very easy way of testing it, but 1 
thought it would assist you -if I gave you the relationship 
between the passenger receipts at £28'0m. for London 
Lines and the total passenger receipts on British Railways, 
which is just -under £140'0m. I do not know whether this 
is a fair thing to do at all, but I suggest it is one way 
of looking -at it, although obviously -it is not a very accurate 
approach. 

If you take an increase -of £4jm. on receipts of £28'0m., 
and then see what the receipts would be on the whole 
passenger services of -British Railways, it would come to 
£22ym., and I suggest with great respect -that that gives 
y-o-u a rough idea that the receipts -to be taken for those 
passengers on London Lines are very high. 

Exhibit BH 15, of course, gives you a picture of London 
Lines compared with the London Transport position ; that 
is on page 26 of the First Day. 

The last line, the total receipts of £28’0m., gives a 
discounted yield of £4-6m., and if you look at the total 
for London Transport Executive, you will see £82Tm. 
and a discounted yield’ of just under £6 0m. It is quite 
clear from -those figures that the proposal is to get more 
money in relation to the existing receipts from London 
Lines, British Railways, than from the rest 

( President ): You mean more extra money, Mr. Grant? 

(Mr. Grant ) : More extra money ; yes, I think that is 
right. Also it is just worth remembering that the gross 
yields are very high — very high indeed 

(President) : Of course, in comparing London Lines 
with British Railways as a whole, one has to remember 
that London Lines is a very busy suburban activity, is 
it not? The real comparison would be with some other 
part of British Railways which had a similar volume and 
intensity of passenger traffic, would it not? If you begin 
to look at the differences between -the Regions — to isolate 
one which has a heavy passenger traffic — you get a very 
different picture of receipts from the picture you get if 
you take British Railways as a whole. 

(Mr. Grant): Yes, Sir. It is obviously a very broad 
point, and I do not suggest it as anything else. 

But one has to remember that if you do compare 
London Lines with the sort of traffic to which I think 
you are referring, where there is a fairly intensive traffic 
over the year, it is not -that itype of traffic outside London, 
as I understand Sir Reginald Wilson, that is going to be 
very substantially increased. He was going to increase 
high cost traffic — branch line traffic and the other high 
cost traffic that he did mention. So if one were to compare 
those two, the very high intensive traffic outside London 
would probably not suffer any effect if Sir Reginald is 
correct in what he suggests. 

We do appreciate, of course, that London Lines must 
pay -their share of the British Railways gross deficit in 
some way, so we understand that there must be some 
increase ; but if we are to be joined in in the London area 
in this way, we say, on the very loose and rough estimate 
in WW 1 1 of our working deficit, which is open to all 
sorts of possibilities of error, we should not be worse 
treated than the rest of London Transport, and any 
increase that should be imposed on London Lines should 
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not be proportionately higher than that imposed on the 
London Transport Executive, and -that really is our case 
on the main part of the Application. 

With that, Sir, we would ask you to bear in mind the 
position -of the season ticket holders in relation to the 
daily return fares and not to put them too high. 

(President): If you are looking at Exhibit WW 11, I 
entirely agree with you -that we must treat these as very 
broad figures ; but it would be desirable, I think, to 
distinguish between the receipts said on these proposals 
to become available towards Central Charges and the 
receipts which become available towards reserves. 

(Mr. Grant): With respect, Sir, I felt that was so 
unrealistic myself. Of course, we are part of British 
Railways, and our surplus is bound to go to their 
deficit 

(President): Yes, bu-t let us leave out the reserves and 
think about what the contribution to Central Charges 
should be. It has never been put by anybody in the case 
of London Lines at less than £2m., and I think Mr. 
Hill agreed that if one had to guess, one would take 5 
per cent, -of the total British Railways Central Charges, 
and that would bring this part of the £4^m. in the last 
line of Exhibit WW 1 up to a very high figure indeed 
for Central Charges alone, would it not? 

(Mr. Grant): You mean, you take £2’0m. for Central 
Charges? 

(President) : Yes ; there has never been any fight about 
the £2-0m. But if Mr. Hill be right and if 5 per cent, 
is a rough general figure to -take as being the proportion 
of British Railways as a whole, Central Charges to be 
attributed to London Lines, you would be getting nearly 
£3-0m. on the 5 per cent, basis for Centra! Charges alone. 

(Mr. Grant): Yes, Sir; I think I am following what 
you are putting. 

(President): Central Charges alone for British Railways 
on the lowest figure we have been -talking about is £55m., 
and in another it is £66m. Treating it as £60m., to make 
-the arithmetic easier, if 5 per cent, be the right basis, the 
Central Charge allocation out of London Lines would be 
£3-0m. 

(Mr. Grant) : Yes ; I have heard some discussion about 
the allocation. At the moment I think there is £41m. 
being allocated to British Railways, but I should have 
thought that one would have to take into consideration 
the Special Account. 

(President): Yes, but even assuming one does take the 
Special Account into consideration, it runs up to within a 
very little of £66m. 

(Mr. Fay) : I -think I am following you, Sir, but -the 
figure of £59m. surely is -the whole Commission’s Central 
Charges, not British Railways. 

(President): Yes. I made a mistake, Mr. Grant. 

(Mr. Grant): I am most grateful to be rescued, Sir! 

(Mr. Fay): Your point is a perfectly right one if one 
takes Mr. Hill’s higher figures for British Railways and 
takes 54- per cent. I think tha-t was derived from the ratio 
of gross receipts, and one gets Central Charges for London 
Lines in the region of £3-0m. 

(President) : Yes ; it is not as easy to talk about. 

(Mr. Grant): Those are the submissions I desired to 
make, Sir, but I am just not very happy about Exhibit 
WW 1 1 being such a very rough table. 

(President): Nobody is happy about it, including no 
doubt Mr. Winchester himself. The truth is that it is 
impossible to get anything near a mathematical result 
for track and signalling expenses. If you remember, we 
spent days and days in trying to get it on the other side 
of the equation, for freight. It cannot be done. 

(Mr. Grant): All I say is that if it cannot be done, we 
should not be more harshly treated than the rest of the 
London area. 

(Mr. Fay) : I hope my learned friend Mr. MacKenna 
has been apprised of this — I know his interests are being 
looked after ; I propose to recall a witness before he 
makes his speech. I propose to recall Mr. James. 
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Mr. Philip Gaved James., recalled. 

Further examined by Mr. Fay. 



5774. Mr. James, both Mr. Hill and Mr. Lawson have 
referred to a matter about which you have not yet 
assisted the Tribunal, namely the prospective net revenue 
advantage to be derived from the investment contemplated 
in the next few years on London Transport. Mr. Lawson’s 
phrase as to one part of he matter is that there will be 
savings secured by technological improvements? — Yes. 

5775. Would you mind if I were to call them technical 
improvements? — No, I would prefer it ; it will be easier for 
me if I have to use the word. 

5776. Starting from Mr. Lawson’s evidence, he based 
himself, it seems, upon his experience, no doubt quite 
accurately, with the electricity supply industry ; do you 
find the same scope for improving the net revenue posi- 
tion in the transport industry by technical improvements? 
— I would not have thought so. I heard what Mr. Lawson 
said about the electricity industry, where the cost per 
installed kilowatt had been kept down ; but the oppor- 
tunity for reducing capital expenditure or making savings 
by technical improvements is, I think, considerably less 
in the case of the great majority of the assets which were 
included in our expenditure programmes for the near 
future years. 

5777. For example, the railway car has its gauge ; the 
Tube train is limited to the size of the tunnel, and its 
length is limited to the length of the platforms? — Yes. 

5778. Are those some, among many, reasons you could 
give for your view? — I think those are the principal 
reasons. There has been a great deal of technical develop- 
ment in the past, but there is no major technical develop- 
ment involved in the new rolling-stock and other new 
assets which we are purchasing, which is going to produce 
economies or additional revenue which will make a large 
contribution towards costs. 

5779. So far as there is technical advance, is it made 
use of in replacing the assets? — Yes, it is. If you take 
one clear example, the replacement of the rolling-stock on 
the Piccadilly and Central Lines, as a result of technical 
advance the motors of the new cars will be installed 
below the floor ; we shall therefore get a car which will 
have a larger passenger capacity and which will make 
a contribution towards the relief of overcrowding, which 
is very severe on those lines. 

5780. Before I go into any detail, are there other 
improvements which you are going to make which will 
contribute nothing to saving ; I am referring to improve- 
ments in comfort and amenity? — Yes, there are, and I 
think, when I was being cross-examined by Mr. 
MacKenna, I mentioned the need to keep the undertaking 
constantly up to date. Those things do not produce 
additional revenue ; they help to preserve what revenue 
we have. 

5781. But they have to be paid for? — Certainly. 

5782. No one is suggesting, for instance, going back 
to the old hard seats of the trams which I am old enough 
to remember? — I hope not. 

5783. If they were installed, they would save some 
money? — Yes, but they would lose us a great deal of 
traffic. 

5784. I think you are going to give details of such 
improvement in the net revenue as will be available 
towards meeting the extra cost of replacement. Before 
you do that, may I ask you about the extent of that 
increased cost to-day, because yesterday Mr. Lawson 
expressed almost incredulity at the vast increase in the 
price of the Piccadilly Line rolling-stock? — Yes. 

5785. I take it that these figures, as you have given 
them, are accurate figures? — They are as accurate as we 
can make them. 

5786. Do they in fact represent an alarming increase 
since — when was it, the thirties? — It was 1926. 

5787. Have you in fact with the average indices of the 
increases of replacement prices over book value as at last 
year? — Yes ; it is as at 1957. 

5788. I am sorry ; it is the year before last? — These 
are the figures which are reflected in the replacement 



provision of £3’0m. which I have used. They are per- 
centage increases of estimated increase in cost in 1957 over 
the original cost of the assets concerned, and they are as 
follows: Buses, 31 per cent.; trolley-buses, 139 per 
cent. 

5789. Pausing there, that spread is due, is it not, to the 
fact that the buses were comparatively new, and the 
'trolley-buses were not? — Yes ; substantially the whole of 
the bus fleet was bought in 1948 and onwards, whereas 
the trolley fleet is largely pre-war. Then there are : 
Electric railway oars, 198 per cent. ; steam railway stock 
— that is, railway carriages — 388 per cent. ; electric power 
plant and cables, 152 per cent. 

5790. I think my learned friends are not quite clear 
as to the base date you are taking. These are increases 
in 1957 ; I think you said they were over the prices 
which prevailed at the time when the assets were pur- 
chased? — M:ay I perhaps make it quite clear by giving 
two examples. In the case of a bus it will be the 
difference between the cost of a bus in 1948 and the 
cost of buying the same bus to-day. In the case of the 
railway car, to take the Piccadilly Line stock that I men- 
tioned earlier, it will be the difference between the cost 
of those original cars in 1926 a.nd the cost of buying 
cars of the same sort to-day. When I say “ to-day ” I 
mean 1957, not whalt we shall be spending at some future 
time in replacing those assets. 

5791. Yes; I suppose, unfortunately, the percentage 
will have worsened by then? — The 1958 figures are sub- 
stantially the same as the 1957 figures ; as to the future, 
one can express no opinion. 

5792. But iit sounds as if the process is at any rate 
slowing down? — It has slowed down, and we hope it 
will stay slowed down. 

5793. Those are the increases for those classes of assets. 
While we are dealing with that, of course the assets 
which fall to be replaced at any given time are the 
older ones and not the newer ones with their 31 per 
cent, increase in cost? — Yes. The figures I quoted just 
now were average figures. The items we are replacing 
tend to have a somewhat higher difference between their 
original and replacement cost, because they come, as it 
were, out of the bottom of the bin. 

5794. When you replace an asset such as a Piccadilly 
Line car, of course you have to find the price ; that is 
the hypothesis we start on. Where do you find the money 
from? — It depends .upon what view you take about our 
finances, but one has, of course, to borrow it through 
the British Transport Commission. There are no funds 
in hand, because depreciation savings in each year in the 
past have been re-invested in the undertaking, so they are 
not there in the form of a Bank, and when you replace 
an asset you must borrow the money ; or, of course, it 
is to some extent out of current depreciation savings. 

5795. Coming now to the programme of capital invest- 
ment, about which you have already given 
evidence, spread over the three years, 1959, 1960 and 
1961, what is the gross increase in interest charge and 
depreciation provision which that investment will call? 
— The interest on the total outlay together with the 
increase in depreciation provisions as the result of putting 
new assets into service in the place of old will amount, 
by the end of 1961, to £2-4m. For that calculation I am 
assuming interest at 4 per cent., which is a low rate at 
the present time. 

5796. Yes ; that is certainly leaning over backwards 
at the moment? — I am using that rate for the moment, 
because it is a rate we use domestically. But if I had 
to raise the money today, I should have to pay more 
than 4 per cent, for it. 

5797. That is the gross increase ; let us go on to see 
how much can be met elsewhere than by calling for fresh 
money. Can you meet some of it from depreciation? — 
Yes ; we shall meet on the average £3^m. a year from 
depreciation. That is £10+m. over the three years 1959 
to 1961. 

5798. If one takes that into account, what does the 
increase in interest charges and depreciation annually 
reduce to? — £2'0m. 
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5799. You have made some forecasts on the basis of 
what you hope will be the effect of this Scheme if it is 
approved ; they are sat out in your Exhibit PJ 15, which 
is printed on page 245 of the Tenth Day, and it might 
be convenient if we had that in front of us while we 
go on. We have reduced the burden by the annual de- 
preciation charge which comes out of the gross revenue ; 
do you hope also to reduce it by internal financing in con- 
sequence of the approval of this Scheme? — If the 
Scheme is approved and if it is introduced in full. 

5800. And if it is effective in the middle of this year? — 
Yes. 

5801. I think the table as printed shows the capital 
effect which you hope to achieve ; I want to ask you about 
the effect which that will have upon the increase in interest 
charges and depreciation. We have got it down from 
£2-4m. annually gross to £2'0m. ; what does it come down 
to if the self-financing provisions of this Scheme are fully 
implemented? — The most optimistic assumption I could 
make is that it would be in operation in the middle of 
1959. On that basis the finance charges by the end of 
1961 would be between £L5m. and £T6m. So we have 
come down from £2’4m. to £2’0m. and from £2-0m. to 
£1 -5m. or £1 •■6m. 

5802. Of course, that is all at 4 per cent.? — Yes. 

5803. What are the figures if It is at 5 per cent.? — The 
£2-4m. would become £2-7m. ; the £2-0m. would become 
£2-2m. ; the £l-5m. or £l-6m. would become £T7m. 

5804. Even on the assumption that the full advantages 
of this Scheme unaltered were obtained from the middle 
of this year, there is still a burden to be found as from 
1961 of £l-5m. or £E6m.? — Yes; it is from the end of 
1961. 

5805. How much of that is going to be off-set by 
increased revenue derived from the benefits of the new 
■assets? — Not a great deal, I am afraid. 

5806. May we take it item by item on your capital 
programme ; the first one, calling for the expenditure 
of £24m., is railway rolling stock? — Yes. May I make 
it clear — we are on a slightly different capital programme 
now. The figure we were talking about just now was 
the outlay in the years 1959 to 1961 ; what we are talking 
about now is the capital programme of £44m., which will 
be spread over the years 1958 to 1963, which I mentioned 
in Question 615. It is necessary to look at this, because 
the £37m. in the years 1959 to 1961 does not coyer the 
whole of the outlay on the items which are in the 
programme. 

5807. And you would like to look at the whole pro- 
gramme for the purpose of saying what is the ultimate 
benefit? — It is the only way you can do this calculation. 

5808. In the last few days, with the aid of your evidence- 
in-chief, we have been going over the division of the 
expenditure on new Underground cars between pure 
replacement and improvement? — Yes. 

5809. I do not want to go over the method again, 
because finally I think Mr. Lawson accepted it, although 
with some difficulty. He thought, although he thought it 
would be extremely difficult, that it could be done ; but 
you say you have done it?— Yes. It must necessarily 
be done with technical assistance, but it is a thing which 
we do year in and year out, and I hope we are pretty 
skilful at it now. 

5810. With regard to the rolling-stock replacement, how 
much capital remuneration and depreciation is that going 
to account for? — This ! is the £24'0m. worth of railway 
rolling-stock? 

5811. Yes?— That is going to involve, as far as I can 
see, an increase in interest and depreciation charges of 
£l-2m„ of which £0’9m. relates to replacement, and £0’3m. 
related to improvements. 

5812. When the benefits of that investment are fully 
reaped what saving do you think is likely to result which 
can be set against that annual charge?— My present esti- 
mation is that we shall make sufficient savings by reduced 
maintenance and lengthened life of the cars, to cover the 
cost of the improvements. 

5813. That is the £0-3m.?— ' Yes. 

5814. You will get £0-3m. extra revenue to set against 
the £0'3m. interest, on the improvement part? — Yes. So 
we get our increased passenger capacity for nothing. But 



that is not the real saving ; the real saving here is the 
money which we shall not have to spend on buying addi- 
tional railway cars to provide the increase in passenger 
capacity which will come to us by the use of the new 
vehicles. If you get, as you do in the new Piccadilly Line 
stock, an increase of 1 /7th in each train, you are 
obviously avoiding the need to buy additional railway 
stock to give you that capacity in another way. 

5815. And is it from that element that you hope to 
improve the net revenue by £300,000 a year to set against 
a like sum of interest and depreciation? — Yes. Most of 
that improvement comes from savings in expenses, main- 
tenance and depreciation ; there may be some small growth 
in traffic, but in the main the improvements are designed 
to ameliorate overcrowding. 

5816. Mr. Lawson pointed out that there would be a 
saving in money arising from the lengthened life of the 
asset ; that was in the case of the Piccadilly Line? — Yes. 

5817. But that is already taken into account in the 
depreciation figures? — Yes ; the figure I gave you in 
respect of new finance charges and improvement allows 
for that ; it is a net figure. 

5818. If you depreciated on the old life, it would have 
been a higher figure? — Yes. 

5819. That is on the basis of 4 per cent, again? — Yes, 
and it also involves a depreciation calculation on a sinking 
fund basis ; I am sure Mr. Lawson will approve of that ! 

5820. That is the position with regard to railway rolling- 
stock. Now, with regard to the trolley-bus conversion, 
what is the increase in interest and depreciation charges 
there? — £0-8m. a year. 

5821. Will there be some net savings when that process 
is completed? — Yes, there will. We shall be closing down 
the trolley-bus overhaul works. I brought into my 1959 
budget £0Tm. for savings for trolley-bus conversion; 
there is probably another £0Tm. to come. 

5822. That, in your Exhibit, is at the place I pointed out 
to Mr. Hill? — Yes, at the figure which shows: “Other 
items, net, Nil ”, 

5823. Yes, that is Table PI 12 on page 29, line 8? — 
Yes, in the 1959 and 1958 accounts. 

5824. It was one of the small items, but it is noted 
with other items and cancelled out? — Yes. 

5825. So there is already allowed £0Tm. in the forecast 
for the present year as saving on the conversion ; indeed 
it is the budget? — Yes. 

5826. Is any substantial saving beyond that con- 
templated? — There is, as I have mentioned, another £0Tm. 
to come from the same source. There will also be some 
saving from the integration of the existing bus routes and 
the bus routes which replace the trolley-buses. On the 
other hand, the new buses are somewhat smaller than the 
trolley-buses, so that rather more vehicles and more crews 
will be needed to provide the service after conversion. 
On balance however, those things will cancel out; that 
is my present estimation of the position. 

5827. So you do not think any significant figure will be 
added to the £0Tm. we have already allowed for? — The 
£0Tm. I have already allowed for, and the further £0Tm. 
that is to come. 

5828. Yes ; there is the further £0Tm., and nothing 
further is going to be added against the further increased 
costs? — That is the position as I see it at the moment. 

5829. That is the trolley-bus conversion, the second item 
in the capital programme. The third item is the modernisa- 
tion of the power supply, calling for £6-0m. of capital 
investment ; what is going to be the gross increase attribut- 
able to that in interest and depreciation? — This is a much 
more difficult item to deal with. The £6’0m. is part of a 
programme for the modernisation of the sub-stations and 
of the electricity distribution system involving in all an 
outlay of about £14m. If we look at the programme as 
a whole, it is going to involve an increase in interest and 
depreciation charges of £0-8m. 

5830. Yes ; that is on the £14m. ultimately invested? — 
Yes ; I must deal with that and work back. If we take the 
programme as a whole, there will be an increase in interest 
and depreciation charges of £0'8m. ; as I have said, we 
shall get back £0'3m. from the economies produced by 
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more up-to-date plant and more up-to-date operating 
methods. That is the programme as a whole. For the 
£6-0m. that we have at present undertaken to spend, one 
can only do a pro rata calculation and say that if an 
expenditure of £14m. produces a net increase in outlay 
of £0-5m., then an expenditure of £6'0m. will produce a 
net increase in outlay of about a quarter of a million 
pounds. That quarter of a million pounds is made up as 
to £0'35m. for increase in interest and depreciation charges 
and £0Tm. as an off-set for economies produced by the new 
assets. I think that is a rather optimistic approach to 
these particular economies, because as so very often 
happens, you do not make your full economies until you 
get to the end of the programme. 

5831. So that if you erred, you have erred against your- 
self in attributing a figure to that £6-0m.? — Yes, I think I 
have. 

5832. So what is the effect in the end? — A net increase 
in annual charges of a quarter of a million pounds. 

5833. Finally we have the Amersham Line electrification. 
That calls for an investment of £34m.? — Yes. 

, 5834. And it is anticipated to attract fresh traffic, I 
think? — Yes. 

5835. Will it be some years before that is fully realised? 

— It will be a little time. 

5836. But looking ahead to whenever it does fructify, 
what benefit do you expect from that? — My estimate is 
that the extra traffic and the economies will cover the 
additional interest and depreciation charges and leave us 
a margin on the right side, of £0Tm. a year. 

5837. So there at last you have a real net improvement, 
even after allowing for the increased depreciation and 
interest charges? — Yes, because one is undertaking a profit- 
able development as distinct from the other cases where 
one has to incur the heavy cost of replacing old assets. 

Cross-examined by 

5845. Mr. James, we are still very puzzled about the 
enormous increase in the present-day cost of supplying 
those 1926 rolling stock articles you told us about. Even 
when you take into account the allowance for improve- 
ments which you are prepared to make, it is a comparison, 
is it not, between about £9-6m. at present-day prices and 
£2Tm. in 1926?— Yes. 

5846. That seems to us altogether out of line with the 
rise of prices in any class of commodities that we know 
about, and we wondered whether you could not help us 
a little more to understand why this increase is so very 
big in the case of this rolling stock? — Certainly. Would 
it help you if I were to tell you, first of all, how we try 
to arrive at these replacement prices? I think it might 
assist in an understanding of this matter. I will deal with 
the rolling stock only. We might go back to 1947 when 
we started doing this and consider how we did it then 
and how we have revised our methods as we have gone 
on from year to year. 

The first thing to bear in mind is that we insure our 
rolling stock on replacement prices. For that purpose we 
have to attempt to arrive at a replacement value from 
year to year. From 1947 until 1952 we adopted those 
insurance values and we lifted the replacement value from 
year to year to take account of rising costs, and then we 
thought at that time that we had got rather too high a 
figure. We had been buying some rolling stock just before 
that time, so we examined our replacement prices in 
relation to the cost of that new rolling stock, making 
careful assessments of what was included in the price of 
the new rolling stock for improvements and thus arriving, 
as near as we could, at a 1952 like-for-like replacement 
value of the rolling stock that we had just replaced. Using 
the information that we obtained at that time, we then 
set up a series of indices relating to the various parts of 
a railway car, the body, the bogies, the electrical equip- 
ment, and we adjust our replacement values from year to 
year by reference to published indices of the cost of 
articles in the mechanical engineering industry, by 
reference to the cost of articles in the electrical engineering 
industry, by reference to wage rates and materials prices 
of the sort of things that go into a railway car. 



5838. That net improvement of £0Tm. on the Amersham 

Line is an improvement to London Transport ? — No, 

that is a net improvement on the London 

5839. I am sorry ; I asked the question wrongly. Is 
that London Transport or is that the London area as a 
whole? — It is the London area as a whole. What will 
happen is that London Transport will be £0'3m. a year 
better off, and British Railways will be £0-2m. a year 
worse off. 

5840. There is going to be a transfer of the traffic from 
partly British Railways to partly London Transport? — 
Yes, partly a transfer of traffic and partly a transfer of 
a line now running at a loss, from British Railways. 

5841. That is from Amersham to Aylesbury, which is 
now working at a loss? — Yes. 

5842. The London Transport figure will be £0'3m„ 
looked at in isolation? — Yes. 

5843. I think I should end on this note of caution: You 
have dealt with these elements in the future net receipts, 
but is it right to emphasise that you have not attempted, 
and are not attempting, to deal with any variations in net 
receipts so far ahead as 1961 or 1962? — I cannot possibly 
look beyond the end of 1959 at this time for the net 
revenue position as a whole. These things can be foreseen 
with some precision, but obviously there are going to be 
many changes in the revenue position, and I cannot take 
the estimate beyond 1959. 

5844. But these figures you have given, however 
nebulous they are as to some of the elements, are 
reasonably firm? — Yes. They have been worked out 
for domestic guidance in connection with the authorisation 
of these programmes ; they have not been produced for 
the purpose of this evidence. 

{President): We had better adjourn now. Of course, 
anyone is entitled to cross-examine Mr. James on this 
further evidence, so he must not go away. 

(Adjourned for a short time.) 

Mr. MacKenna. 

We have recently, as you know, ordered some rolling 
stock for the Piccadilly Line, and we made a comparison 
of the like-for-like replacement cost of the old Piccadilly 
Line stock with the cost of ithe new stock and arrived at 
a figure for the improvement element in the cost of the 
new stock. We then set about testing that figure quite 
independently. We did it in conjunction with the engineers. 
We assessed the various items of improvement that there 
were in the new car, for example the substitution of light 
alloy panels for steel panels, differnt sorts of controlling 
equipment — that is electrical controlling equipment, 
different kinds of motors, other differences in the equipment 
of the car, and in that way we established for ourselves that 
the amount which we had assumed of .the price of the new 
car as representing improvements was a fair figure. So 
the difference must be like-for-like replacement. That does 
show a very high increase, but that is the fact of the matter. 

5847. What I really wanted your help about is this: 
Why is the increase so high in relation to this kind of 
equipment and so much out of line with the way in which 
other prices have risen between 1926 and the present time? 
— I doubt whether it is very much out of line, although, 
of course, I have not by me any price index between 1926 
and the present time. 

5848. It is £9-6m. to £2-lm.? — 1 think perhaps, Mr. 
MacKenna, I too readily agreed to £9-6m. just now. Per- 
haps we could get these figures right. That was my own 
fault. 

5849. What is the comparison? — Let us go back on this 
Piccadilly Line rolling stock. That is going to cost £10-8m. 
in all. The book value of the old stock, as we correctly 
said, was £2Tm. The like-for-like replacement cost of the 
old stock is estimated at £7’2m. The improvement element 
in (the new stock is £3'6m. So that your increased cost 
of replacement is a comparison of £2-lm. for the old cars 
with £7’2m. for the new, which, in fact, is an increase of 
250 per cent. 

5850. I was wrong in taking £9'6m. as the comparison, 
you say it ought to be £7-2m? — Yes ; I was wrong in mis- 
leading you, I am sorry. 
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5851 . Nat at all. Could you help me about .this as well : 
Does your figure of £3m. for the replacement reserve, the 
annual contribution, take account of (improvements? — No. 
It is based on the estimated cost of replacing at today’s 
prices the assets which are now in use. 

5852. You gave us some information this morning about 
the new rolling stock being more capacious and holding 
a larger number of passengers? — Yes. 

5853. That, of course, will fee an advantage to the public 
during the rush-hour? — Y es. 

5854. More people can fee accommodated with relative 
comfort in the larger carriages than in the smaller ones? 
— Or the sam'e people can be accommodated with less 
discomfort. 

5855. One possibility — and a very real one — is this, is it 
not, that people will be willing to become customers of 
your system because of these new facilities who would not 
have been willing before? — It is a possibility, and I think 
there is a hope that by the provision of up-to-date rolling 
stock we shall prevent the attribution of 'traffic which has 
been going on all through these years. 

5856. Do you not think you are going to get something 
back? — I wish I could feel that there were likely to be 
major, or even minor, increases in passenger traffic. 

5857. Is this right, that you, in your improvement 
allowance, have not taken into account the possibility of 
there being any increase in 'traffic resulting from these im- 
provements? — I have assumed, in the case of the Piccadilly 
Line, on all the rolling stock, .some small improvement and 
I have assumed that there will be no worsening of the 
position beyond what we see today. 

5858. Some of the figures that you have given for com- 
paratively small improvement factors in the new equipment 
have been railway examples, have they not? — They have. 

5859. In your view, is the element of improvement 

rather smaller in respect of railway equipment than it is 
in respect of road equipment or power equipment? — In 
the case of power equipment quite definitely so if you 
are talking about generating power, but not if you are 
talking about distribution power. In the case of road 
equipment 

5860. By that I mean buses and everything else?— Yes, 
I realise what you mean — I would doubt if there was a 
great advance to be obtained over what we have today. 
I,t is quite true that the RM bus which is now being 
developed is expected to be cheaper to maintain and to 
supply greater capacity than the RT bus does at present, 
but there is no prospect of replacing the RT bus with 
RM’s for a year or two to come, and there was nothing 
included in the figures which I gave you for bus 
replacements. 

5861. I was looking at the 1957 Annual Report of the 
British Transport Commission, Volume 1, at page 4 \, the 
sentence I had in mind being in paragraph 137: ^ The 
re-organisation of Chiswick Works on modern flow- 
produotion ’ lines made good progress during the year. In 
recent years, better design and manufacture have extended 
the life of mechanical units. Overhauls therefore can be 
less frequent and, apart from the replacement of trolley 
buses, the size of the oil-engined fleet has tended to fall 
with the reduction in service mileage ”? — Yes. 

5862. That is a fair statement, I take it, of the position? 
— It is a fair statement, and that, I think, is reflected in 
the figures which I have submitted to this Tribunal. 

5863. Listening to your evidence this morning and the 
magnitude of the figures which you have been putting 
before the Tribunal, I was wondering whether the Com- 
mission are spending very much money in research into 
the development of improved types of equipment and 
improved methods of operation. Can you help me about 
that? — I think you must divide that into two parts, 
improved equipment and improved methods of operations, 
because thev are quite different things. There is a great 
deal of research constantly going on, both domestically 
and in conjunction with the manufacturers, to improve 
the design of equipment. As regards operating methods, 
there is a process called Operational Research which is 
quite widely practised in London Transport and in the 
British Transport Commission. If you are coming down 
to details and considering things like administrative 



methods, we have had an Organisational Methods’ Depart- 
ment going in London Transport for 30 years. 

5864. Is there a research station? — There is a Research 
Department in London Transport and there is a central 
laboratory at Chiswick Works. 

5865. You may not be able to help me about this, but 
can you give me any idea of the sums being spent on 
these activities in London Transport, if that is what you 
know about? — It would be a little difficult to do that. I 
could give you the expenditure on the Research Depart- 
ment as such, but that is not quite the end of the matter 
because, obviously, all the engineering departments are 
carrying out what we might call research from time to 
time, .testing new materials, and so on. 

5866. Give me the figure you have in mind? — Certainly. 
I am sorry, but, although I have a vast amount of informa- 
tion, I have not got that figure in here. I had in mind 
the figure of £70,000, but I would not like to be taken 
as giving a correct figure there. 

5867. The last matter I want to take up time upon 
is this: Would you go back to this matter of the £10- 8m. 
expenditure on the rolling stock? I think you told me a 
moment ago that the unimprovement part of that was 
£7-2m. and .that the real comparison was between £7-2m. 
present-day prices and £2Tm. 1926 prices? — That is right. 

5868. Those who are helping me have been looking at 
an answer which you gave at page 80 of the Record, 
Question 693-, ■ dealing with this item. Might I read the 
question and answer : “ Anyway, the cost of the new stock 
will be £10-8m.? — Yes, and the historic cost of the stock 
which is being replaced is £2Tm. The depreciation charge 
on the old stock — assuming none of it is to be life- 
expired and assuming a thirty-year life — is £70,000 a year, 
that is 1 / 30th of £2Tm. The depreciation charge on the 
new stock — assuming for this purpose a forty-year life, 
because it includes certain improvements which will enable 
it to live longer — is £270,000 a year, that is l/40th of 
£10- 8m. So that arising from the replacement of that 
stock there is an increase in depreciation charges included 
in working expenses of £200,000 a year — that is £270,000 
of new stock less £70,000 of the old ”. This is the sentence 
we want your help about : “ That increase in depreciation 
charges arising from the replacements can be sub-divided 
in this way: as to £170,000 it results from rising replace- 
ment prices and as to £30,000 it results from improve- 
ments ”, If I might pause there, the calculation which we 
made when I brought out a figure of, I think, £9- 6m. was 
this : we took the £30,000 which you said there was the 
figure resulting from improvements, that is the annual 
figure ; we took the forty-year life which you had given 
the equipment, and we reckoned on those figures that the 
improvement factor would be £30,000 multiplied by forty, 
that is £l-2m. What I want your help about is this: how 
can you reconcile that calculation which I have explained 
with the figure which you have given for the capital value 
of the improvement factor, which is £3'6m., namely the 
difference between £10'8m. and £7 - 2m.? — Of course, you 
are bound to get the figures wrong if you do not have all 
the information, and you did not have it until this after- 
noon. What you did not have until this afternoon was a 
figure for the like-for-like replacement cost of the old 
stock. Shall we do the arithmetic quite slowly: the cost 
of the new stock, as we know, is £10- 8m. The like-for- 
like replacement cost of the old stock, as I gave you 
earlier, is £7-2m. ; that gives us a figure for improvements 
of £3-6m., which we will put on one side for the moment. 
If we come to the increase in depreciation charges arising 
from higher replacement prices, the like-for-like replace- 
ment cost of the old stock, I said, was £7-2m. ; the book 
value of the old stock was £2Tm. ; the increased cost of 
replacement was, therefore, £5Tm. You can only divide 
that by thirty because if you are replacing the stock 
like-for-like you would not get a forty year life, you 
would only get the same life as you get for the old stock. 
One-thirtieth of £5Tm. is £170,000, and that is the first 
figure that appears in the Answer which you read to me. 
If you now take the improvements which, as I said just 
now, cost £3 -6m. and divide them by forty — because that 
is the new life — you get a depreciation charge of £90,000. 
Against that you must off-set the saving arising from 
lengthening the life of the whole of the stock from thirty 
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years to forty years, and that is worth £60,000. The 
difference between those figures, £90,000 and £60,000, is 
£30,000. It is, therefore, a net figure and it could not lead 
you to a correct calculation on the arithmetic you did. 

5869. Those who are helping me say there is another 
£60,000 that has got to be accounted for somehow? — I 
have taken the £60,000 off the £90,000 and given you 
£30,000. 

5870. We do not understand how you take it off? — 
We will go back again. First of all when you are com- 
paring the depreciation cost arising from increased replace- 
ment costs you can only assume that you would have the 
same life, that is thirty years, as you have with the old 
stock. If you replace like^for-like it is going to last thirty 
years because what makes it last forty years is the improve- 
ments you have put into it. Therefore the first figure of 
£170,000, I assume, not to be disputed. Then the improve- 
ments, as I said, are going to cost you £90,000 a year for 
depreciation, and from that I deduct £60,000, which is the 
difference, according to the piece of paper before me — 

( The witness 

{Mr. MacKenna ) : The Transport Commission’s case in 
respect of London Transport has been made very clear. 
They say that London must pay its way. They say 
that traffic in the London area is being worked at a 
■heavy loss having regard to the true cost of providing 
the services. They ask for power to raise fares so 
as to increase revenue aind make good that loss. _ They 
say that if the power is granted it is their intention to 
exercise it to .the full by stages. 

Now Middlesex and the other Counties for whom_ I 
appear are in agreement that London should pay its 
way. The object of this Inquiry has been to assist 
you and your colleagues in ascertaining whether the Com- 
mission are right in claiming that heavy lasses are being 
incurred and that very large increases in fares are needed 
to make good these losses. If the Commission are 
wrong, we would ask you to withhold the powers which 
they seek, or, at least, to grant those powers only to the 
limited extent to which they are needed to make good 
the real deficit. 

We pose three main questions for your consideration : 

(1) How much should London Transport contribute 
towards the Commission’s Central Charges ; (2) Should 
London Transport be required to provide a general 
reserve of £2m. a year ; and (3) Should London Transport 
be required to provide a replacement reserve of £3m. 
a year in addition to providing historic cost depreciation. 

The answers we invite you to give to those three ques- 
tions are as follows: (1) A contribution to Central 

Charges of £5-5m. is adequate 

(. President ) : You mean will be adequate? 

(Mr. MacKenna) : Yes. (2) London Transport ought 
not to be required to provide a general reserve of more 
than £lm. a year ; and (3) London Transport ought not 
to be required to provide any replacement reserve in 
addition to the 'historic cost depreciation which is already 
being provided. To the extent to which revenue at the 
existing level of fares would be insufficient to make this 
contribution to Central Charges and to provide this 
general reserve of £lm. a year, we agree than fares should 
be increased; but we say that they should be increased 
to no greater extent. 

How, then, should the contribution to Central Charges 
be calculated? Mr. Lawson has given you his views and 
the reasons for them. He says what is evident, that 
the Central Charges consist almost entirely of the cost 
of serving the Commission s loan capital. . He says that 
you can accurately ascertain London’s fair contribution 
to the cost of serving that capital if you can answer 
four questions : The first question is how much stock 
did the Commission issue in respect of the assets trans- 
ferred to London Transport? He says there is no diffi- 
culty in ascertaining the Stock issued in respect of the old 
London Passenger Transport Board. In addition to those 
assets others were transferred to London Transport, but 
it is doubtful whether the amount of additional stock 
attributable to those other assets is £10m. or £12m. worth. 
The doubt arises because representatives of the Commis- 
sion have used the two different figures upon different 
occasions. There is, Mr. Lawson says, in relation to 



and I hope it is right— between a thirty-year life and a 
forty-year life on the whole of the stock. I think if that 
is checked it will be found that my calculations are correct. 

5871. I am sure it will be checked, but not by me. Had 
the £7- 2m. you told us about anything to do with the 
insurance value of the old stock? — No, because I told 
you we abandoned that basis in 1952 and got on to a much 
more satisfactory basis. 

(President): Does anyone else wish to cross-examine 
Mr. James? 

(Mr. MacLaren ) : In the absence of Mr. Hill I am not 
in a position to put any questions now, and I do not 
know Whether Sir Edward will even wish to do so, but 
I thought I might just mention that. 

(President): I have no doubt Mr. James will look in 
when Sir Edward is here. 

(The Witness) : I am here all the time, Sir. 

(President): I hope the Accounts are not getting into 
disorder. We must think about future Inquiries. 

withdrew .) 

the first question, no other difficulty than whether you 
should take £10m. or £12m. or some intermediate figure, 
and that difficulty, we say, is not insoluable. 

The second question is whether London should be 
regarded as a creditor of the Commission in respect of 
surplus funds which it has made available to the Com- 
mission since Vesting Date, or whether London should be 
regarded as a debtor to the Commission in respect of the 
finance, if any, provided by the Commission since Vesting 
Date. If the former, London should be credited with 
interest ; if the latter, London should be debited with 
interest. To answer this question, Mr. Lawson says, 
requires a comparatively simple exercise in branch 
accountancy. He has, with the assistance of the Commis- 
sion, tried to perform that exercise in WHL 1 and 2, and 
the answer he gives is that London has been, on balance, 
a creditor. 

(President): It is a funny sort of branch, is it not? 
One is entitled to call i.t a branch or a division, but it is 
a funny sort of branch in at least one way, is it not? 

(Mr. MacKenna) : London Lines, I suppose. 

(President): It is the sort of branch which has 

accountants and auditors of its Own who hold different 
views on the matter of maintenance and renewals from 
the accountants and auditors of the head office. That is 
unusual in branches, is it not? 

(Mr. MacKenna): I am not quite following the point of 
what you are saying, Sir. 

(President): Then let me put it to you. Mr. Lawson 
has dealt with those figures, lines 5 and 6 on WHL 1, on 
what he calls the cash basis. The auditors and accountants 
of the Commission have not followed that basis. I am 
saying that on this hypothetical branch it is being treated 
by its accountants and auditors in a way different from 
the auditors and accountants at the head office. 

(Mr. MacKenna): I had not followed that you were 
treating Mr. Lawson as the branches’ accountant. 

(President) : “ Auditor ”, perhaps, is better. 

(Mr. MacKenna): Or auditor, for that matter. With 
respect, that is not a difficulty in using the approach 
which we are proposing. You will remember that a few 
moments ago I said that Mr. Lawson’s view was that the 
specific approach could be made if you could answer 
accurately four questions, and I am now upon the second 
question. What you have said, with respect, is a reason, 
if you like, for finding fault with the answer which Mr. 
Lawson has posed himself to that question, but it is not, 
with respect, an argument against the question being one 
which it is possible to answer. For the moment, all I 
was upon was whether the question itself was one which 
could be answered. If it and the other questions can 
equally be answered, then that is a reason for using the 
specific approach. I do quite understand that when you 
come to examine the answer in figures which Mr. Lawson 
gives to those four questions there is room for argument 
as to whether his answer is the right one, but for the 
moment I am only upon the point whether you can 
answer the four questions, because if you cannot, then 
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the approach, which depends upon finding answers to those 
questions, must be abandoned. 

( President ): Mr. MacKenna, it is a novel position that 
we should have two different views presented to us on 
this vital matter by parties who are, in reality, presenting 
the same opposition on behalf of the same interest. The 
London County Council view of this matter is a different 
one from that being presented by you on behalf of th.e 
other Home Counties, and, therefore, we are faced with 
a problem which we have not yet had to face. 

{Mr. MacKenna) : Not wishing in any way to make 
the Tribunal’s task more difficult than it would otherwise 
be, I would venture to suppose that you might, indeed, 
be helped in reaching the right answer by being given a 
choice between alternatives supported by reasons, which 
none better than yourselves are able to evaluate. 

{President) : Perhaps we shall be. 

{Mr. MacKenna ): Therefore I make no apology for 
putting forward a case which differs from that of the 
London County Council. Speaking for myself, with what 
little experience I have of people putting forward Objec- 
tions in these cases, I am not surprised to find that people 
whose economic interest is the same use different argu- 
ments to support their views upon it. I was upon my 
second question and I think I had said all I wished to 
say to show that that question is one which can be 
answered. 

The third question is: How much interest has to be 
paid by the Commission in respect of loans transferred 
from the London Passenger Transport Board or in respect 
of Stock issued to provide the funds required to redeem 
those loans? There is no difficulty whatsoever in answering 
that question. 

The fourth and last question is : How much is required 
each year for the redemption of the Stock attributable 
to London Transport after crediting the interest on any 
sums put by for the purpose in previous years? That 
is a simple question and, in our submission, one which 
can easily be answered. 

If we are right so far, there is no present difficulty 
in answering these questions, except the difficulty to an 
outsider of finding out some of the figures which do 
no appear in the Transport Commission’s published 
accounts. In the future there should be no difficulty in 
answering the questions, less difficulty even than Mr. 
Lawson has experienced, because the Transport Com- 
mission will, we are told, have a London Transport 
Balance Sheet in future. 

Having submitted that the four questions can, as a 
practical matter, be answered, we invite you to ascertain 
London’s contribution to Central Charges by Mr. Lawson’s 
method. It is seemingly the fairest method. The ques- 
tion being, in effect, how much of the Commission’s 
interest charges should each part of the undertaking bear, 
the answer, according to this method, is that each part 
of the undertaking should bear the interest on the sums 
paid by the Commission to acquire the assets of the 
part in question or to finance its operations. 

{President) : Who is going to pay the part which can- 
not, in any possible circumstance, be recovered by one 
or other of the other activities? 

{Mr. MacKenna) : With respect, that is a question which 
might more pointedly be addressed to the representatives 
O'f the Transport Commission, who tell you, as Mr. Fay 
has done in this Inquiry, that London Transport should 
be required to pay its own way and to do no more. Those 
who put forward that case are better qualified than I am 
to tell you the solution they propose in the case of a part 
of the undertaking which is unable to pay its way. 

(President) : I will put it as pointedly as I can — perhaps 
not as pointedly as one would wish — to Mr. Fay, but now 
the point is presented to you as we are discussing what 
one of the branches, or divisions, of this single under- 
taking ought to pay towards the interest charges. What 
is to be done with some of the other divisions? 

{Mr. MacKenna) : If I may say so, that is a question 
which is bound to arise, and which has to be decided by 
somebody. If I were to be asked to suggest an answer 
to the question, I think I would wish to know how much 
the deficit was which was irrecoverable from the other 
assets, and then I would have at least the first figure 
for the purpose of my inquiry, but I do not know that ; 
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the Transport Commission have presented the case in a 
way which would not enable us to help you on that 
point. 

{President) : Let us take it as a hypothetical case. 
Assume that there is one, or that there is more than one, 
other branch or division as to which it is quite certain 
that it cannot do more than meet its actual working ex- 
penses. Who is to pay the appropriate share of the 
interest charges in respect of that branch or division? 

(Mr. MacKenna) : Again, I should have supposed that 
it would have to be spread over the rest of the under- 
taking. But how that should be done would appear to 
us to be a matter for the consideration primarily of 
the Transport Commission. We can do no more than 
accept 'that when they come forward saying that their 
approach is that London should pay its way and do 
no more, that is an object which is compatible with the 
performance of the Commission’s other obligations. If 
it is suggested now that it is not compatible with the 
performance of the Commission’s other obligations and 
that London must be called upon to pay a contribution 
to other expenses which other parts of the undertaking 
cannot themselves defray, then let us start the Inquiry 
'again, let us have the figures which represent this 
irrecoverable loss upon other branches of the under- 
taking, let us be told what other sources than London 
Transport there are for recovering these matters. But 
we, appearing for Objectors, cannot do more than meet 
the Transport Commission upon its own ground, stated 
by the Commission to be that London should pay its 
own way and do no more. I am reminded that there 
is some evidence somewhere in the course of the Inquiry 
that other branches except British Railways are making 
a profit. 

(Mr. Fay) : In total, but not individually. 

(Mr. MacKenna) : Those instructing me cannot help 
you about that. As I say — and I say it really for the 
last time — we cannot do more than deal with the case 
which the Commission have put before you, hoping that 
the object which they have stated for London Trans- 
port is one which is compatible with the performance 
of the duties that rest upon the Commission in respect 
of other parts of their undertaking. 

I have submitted that the four questions upon which 
the specific approach depends can, as a practical matter, 
be easily answered. I have submitted that the specific 
approach is the fairest method. 1 have to add, of course, 
that we know that it is not the method adopted by the 
Tribunal in the 1953 Memorandum. 

(President) : We were not offered the chance of rejecting 
it 

(Mr. MacKenna) : We have in mind the passage at page 
10 of your Report, where you say: “Sir Reginald 
Wilson’s approach to this problem, unlike Mr. Hill’s, 
lacked any element of novelty, being essentially the same 
as that adopted by him at both the two previous inquiries. 
His views summarily stated were as follow — (1) that the 
Commission’s central charges could not properly be appor- 
tioned between its separate and heterogenous activities by 
the simple application of any precise mathematical 
formula or by an combination of any mathematical 
formulas, (2) that in the last analysis any such apportion- 
ment was a matter for the exercise of financial and com- 
mercial judgment, (3) that in the exercise of this judgment 
regard should be had to (inter alia) all such mathematical 
computations as could reasonably be said to throw any 
light on the problem, but, (4) that the results of any such 
computations should be looked upon not as supplying 
an answer or answers to the problem but as guides to 
its solution, or, at all events, as fixing limits within which 
the solution was to be found. We agree substantially with 
these views.” 

I quoted yesterday the Commission’s views stated in 
Paragraphs 63 and 64 of their 1948 Report. Their view 
then was that the various forms of transport would show 
unequal degrees of profitability and would be unable to 
contribute at a uniform rate to overhead charges ; you 
probably remember the passage in Paragraph 64 of the 
1948 Report. If your reason for adopting Sir Reginald 
Wilson’s approach in 1953 was based upon your accept- 
ance of the Commission’s view at that time that each 
part of the undertaking should contribute to Central 
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Charges according to its profitability, and if that view of 
the Commission has since changed, you and your col- 
leagues may be disposed to reconsider the method of 
calculating the contribution to Central Charges. We 
submit that the Commission’s view has changed, and that 
Mr. Fay’s statement on page 3 of Day One would justify 
you in reconsidering the method of calculating the con- 
tribution. You remember Mr. Fay said : “ The policy 
ought to be that each activity, so far as this Scheme is 
concerned, ought to pay its own way.” That satement 
was not qualified by any suggestion that the contribution 
to Central Charges should be measured according to the 
profitability of the activity. It would, indeed, be difficult 
to give the statement any sensible meaning if it were so 
qualified, an undertaking does not pay its way unless it 
makes its contribution to Central Charges. If the ability 
to get money from the public is made the measure of its 
contribution to Central Charges, then the principle ceases 
to be one of paying your own way ; but if this matter is 
open for consideration, I recommend to you and your 
colleagues Mr. Lawson’s approach. 

(President): Of course it is open for re-consideration. 
We do not regard even the Memorandum of 1953 as an 
irrevocable decision. 

(Mr. MacKennd) : Those are very encouraging words 
for us. 

We say that Mr. Lawson’s approach is more likely to 
give you the right result than the method of skill and 
judgment, even when that method results from the tests 
described by Mr. Winchester. Mr. Lawson has given his 
reasons for regarding with disfavour even the test of the 
fixed assets ratio, and the other tests hardly need any 
comment. 

I come now to Mr. Lawson’s calculation of £5-5m. as 
London’s contribution to Central Charges. You will 
remember that the figures are to be found in WHL 4, 
explained in the notes to that table. 

(] President ): If I might interrupt you to say something 
which might be a compliment to you, Mr. MacKenna : I 
think the procedure which has been followed in the case 
of Mr. Lawson’s evidence is highly admirable and, from 
the point of view of our convenience, is one we would 
like to be followed by everybody else, namely, in addition 
to supplying sheets of particulars, schedules, tables, call 
them what you will, there are some notes supplied with 
them showing why the figures are put in the tables and 
what some of them are about. 

(Mr. MacKennd) : Thank you very much, Sir ; 

Here I think I can make my point without looking at 
the notes to the table, which you have already seen. 
Looking at WHL 4, items 6, 7, 8 and 9 give you a total 
of £6Tm. for London’s contribution to Central Adiminis- 
tration expenses and to the service of the Stock issued 
in respect of the London assets. No question arises upon 
any of these figures except that some small addition may 
have to be made to interest on British Transport Stock, 
which is item 7, brought in at a figure of £5- 3m. The 
addition would be to take account of the difference 
betwen the figure of £12m. for the value of the trans- 
ferred lines, if you were to favour that figure in place 
of Mr. Lawson’s £10m. on which the £5'3m. interest 
charge is based. 

The next three steps in the calculation leading to the 
figure of £5 -5m. are these: first deduct £300,000 in respect 
of the Commission’s receipts from London’s surplus lands ; 
secondly, deduct £100,000 income from the redemption 
fund investments ; and, thirdly, deduct £200,000 interest 
from surplus funds. If those three deductions can properly 
be made, the net figure is £5-5m. No question is raised 
about the deduction of the £100,000 in respect of income 
from redemption fund investments, but a question is 
raised about the income from surplus lands. The amount 
of that income was put by Mr. Lawson at £300,000 and 
that has not been queried. 

(President) : It is accepted. 

(Mr. MacKenna) : It is admitted that the London 

Passenger Transport Board assets included surplus lands 
whose net income has, in recent years, been about 
£300,000. One of two things is, we say, absolutely clear 
and is, indeed, conceded by Mr. James. I will come 
back, if I may, to Mr. James’s concession, but you will 
find it at page 184, Questions 2540 to 2543. 
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(President) : I have it as Question 2530. 

(Mr. MacKenna ): I think it is page 184, Question 2540, 
in the right-hand column : “ Would you agree with this ; 
that the figure — which we are going to consider presently 
— under item 12 for interest on British Transport Stock 
issued to the former holders of London Passenger Trans- 
port Board Stock includes stock which represents, in a 
sense, the purchase price of surplus lands in London? — 
(A) Yes. (Q) If one makes this approach, the approach 
you find in item 12, then it would be reasonable, would 
it not, to make an addition to the receipts of London 
Transport in respect of the income derived from those 
surplus lands, having charged London Transport with the 
interest upon the purchase price of the lands? — (A) Yes, 
but, you see, I approach that the other way round. I 
say line 4 ” — that is the £300,000 actual income from the 
surplus lands — “ is not a proper credit, that you should 
reduce the interest charged by £0Tm. in every year. 
(Q) May I see I follow that? Do you say that if you 
make the approach which Mr. Lawson has made in 
item 12, the way in which you would deal with the surplus 
land would be by reducing the interest at item 12 by a 
certain amount and by excluding the surplus lands from 
the items in which credit is claimed in the top half of 
the table? — (A) Yes, that is the way I would deal with it ”. 

The figure of £5-3m. for interest on stock in WHL 4 
includes the stock issued by the Transport Commission in 
respect of the acquisition of the surplus lands, and if you 
charge London Transport with the interest on that part 
of the stock, then you must credit London Transport 
with the revenue derived from those assets. If, on the 
other hand, you do not credit London Transport with the 
revenue derived from those assets, then you must make 
some adjustment downward in the interest charge. We 
put that as a matter which is accepted by the Transport 
Commission and as one which we hope will, upon con- 
sideration, appear to you and your colleagues as 
unanswerable. 

Mr. Lawson says, in effect, in favour of his method of 
taking the actual income earned by these London surplus 
lands, that the Transport Commission have succeeded to 
all the assets of the old London Passenger Transport 
Board including these assets, and the sensible way to deal 
with the matter is to credit London Transport with the 
income earned by all those assets and to debit them with 
the stock issued to acquire the assets. We recognise, 
again, that this view is inconsistent with that taken by 
the Tribunal in the 1953 Memorandum. You have been 
referred already to paragraph 13, but I remind you again 
that you did not then, apparently, make the specific 
approach in the calculation of Central Charges. The 
argument which I am now addressing to you about surplus 
lands is upon the assumption that you will this time 
think that that approach should be adopted because it 
best gives effect to the principle of making London pay 
its own way and no more than its own way. 

(President) : You mean this form of the specific 

approach. 

(Mr. MacKenna): Yes, I do. 

(President): You see, the surplus lands really raise, in 
a most pointed form, a question of principle. 

(Mr. MacKenna) : I do follow that, Sir. 

(President) : WHL 1 says to the Tribunal : you ought to 
regard this branch of the undertaking as stepping into 
the shoes of the London Passenger Transport Board with 
practically no change except in its capital structure. That 
is the footing upon which Mr. Lawson’s calculation 
proceeds? 

(Mr. MacKenna) : Yes, it is ; and we say if you adopt 
that form of the specific approach, then it follows very 
naturally that you should regard the surplus lands income 
as part of the London Transport income. If you find 
that there are strong reasons for adopting that approach 
in preference to others, because it gives you a more 
equitable result and one more easily tested, then we ask 
you to accept, as a consequence of adopting that method, 
the mode of treating the surplus lands advocated by 
Mr. Lawson. 

(President) : At the moment I am inclined to agree with 
you on that, that if we are really dealing with the 
ghost of the London Passenger Transport Board and 
endowing it with ten years of life, we ought to give this 
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branch the credit for everything which it had when it 
went into the grave. 

{Mr. MacKenna) : We are not, of course, asking you 
to deal with this matter because it would continue the 
life of the London Passenger Transport Board in this 
ghostlike form ; we are asking you to do it because it 
seems to us the best way of getting at the contribution 
to Central Charges that you should debit London Trans- 
port with the London Passenger Transport Board interest. 
If that is right and that is the best way, in an imperfect 
world, of finding what the London Transport contribution 
should be, then for that reason, and not for any reason 
based on ghosts or sentiment or anything like that, we 
would ask you to treat the revenue of the surplus lands as 
being part of itihe London Transport revenue. 

(. President ) : Of course, Mr. MacKenna, we are treating 
London Transport Executive on this approach as being 
something other than what it in fact is. Whether you 
call it a branoh or not is a matter of taste ; we know 
what it is, what its functions are and what its powers are. 
I have not looked at the actual words of the delegation 
lately, but if I am right in my recollection, it is confined 
to running the system. 

{Mr. MacKenna ) : I would have submitted that these 
exercises of trying to find out what is the contribution 
the London passenger should be required to make in 
order that London may pay its way, is not controlled in 
any way by ithe provisions of the Act relating to the 
London Transport Executive ; in other words, in their 
proper context, effect can be given to those provisions 
without its being said that Mr. Fay has asked you to 
say something irregular or improper in asking that London 
should pay its own way. I would have submitted that 
the method of specific approach does not offend any 
statutory requirement ; if it does, no doubt we shall be 
referred to the section of the Statute, and given an 
opportunity to make any observations we may wish upon 
it. 

I would like to conclude what I wish to say about 
surplus lands by asking you, if you are unwilling to give 
London Transport its share of the actual revenue of those 
lands, if you would prefer to make some adjustment in 
the interest charge to give effect to Mr. Lawson’s very 
earnest request that the adjustment in the interest charge 
should be made with proper regard to the true value 
of the surplus lands, and not to their book values in 
1948. You will remember that point, Sir; it was a 
point on which Mr. Lawson expressed himself with some 
force yesterday. 

(. President ) : But surely, if one is going to adopt this 
second method, what one wants to find out is how much 
of -the £128m. Transport Stock issued in respect of the 
London Passenger Transport Stock which was standing 
at vesting date ought to be attributed to the particular 
asset of surplus lands? 

{Mr. MacKenna) : Yes, Sir, but with respect, that would 
be an impossible inquiry — absolutely impossible. 

(. President ) : Yes, I think it may be. 

{Mr. MacKenna)'. Again, in an imperfect world, one 
must substitute another inquiry, and we submit that the fair 
and sensible inquiry would be one which would allow you 
to relate the stock figure to the actual value of the lands 
rather than a book value which would appear to be very 
much below the actual value. 

{President): As I think I indicated to Mr. Lawson, so 
far as I was concerned on his approach, one or other of 
these credits must go in ; I did not commit myself to which. 

{Mr. MacKenna) : I think you did indicate that that was 
your own view, Sir, but that other views might be held 
by your colleagues. So, of course, whether your method 
of approach in 1953 gave a wrong value to any part of 
this calculation, 1 do not know; all that we can say is 
that if you make Mr. Lawson’s specific approach, then an 
adjustment must, as Mr. James concedes, be made. But 
when it comes to enquiring whether an adjustment on 
the “skill and judgment” method is required, that is a field 
upon which we hardly venture to enter upon, because we 
are so uncertain as to what we shall find there. 

{President): You may take it again from me that 1 
omitted to consider at all what, if any, effect should be 
given to the deletion of surplus lands to our approach 
on the interest charges ; it never occurred to me. 

{Mr. MacKenna) : I follow that, Sir. 
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I was dealing with the way in which Mr. Lawson gets his 
£5- 5 m. 

{President): Yes, Mr. MacKenna; I hope I am not 
troubling you by intervening? 

{Mr. MacKenna): Not at all, Sir. He subtracts from 
the £6Tm. gross figure the £100,000 interest on the redemp- 
tion fund assets, which is not disputed; he subtracts the 
£300,000 which he says is the income on the London 
surplus lands; and finally he subtracts £200,000 which 
he says is due to London Transport in respect of interest 
on surplus funds. 

One criticism of that figure of £200,000 interest on 
surplus funds we accept at once. If the 1958 losses on 
London Transport were £4m., then some adjustment down- 
wards must be made in the credit that we claim for interest, 
at least in respect of the year 1959. 

Another argument was addressed to Mr. Lawson by Mr. 
Fay in respect of this interest item on surplus funds ; Mr. 
Fay suggested that no interest should be allowed on any 
of the surplus funds acquired by the Commission from 
the London Passenger Transport Board in respect of any 
period of time since 1948. The funds, as you know, 
totalled £40m. ; the argument was that because a lower rate 
of interest is payable on British Transport stock than 
was payable on the old London Passenger Transport Board 
stock, the interest on the surplus funds should be treated 
as the income on some other part of the undertaking 
than London Transport. 

{Mr. Fay) : That was not argument ; that was illustration. 

{Mr. MacKenna): It was an illustration which I think 
came into the debate when the figure of £200,000 claimed 
as deduction in calculating the contribution to Central 
Charges was under consideration. 

Mr. Lawson gave you his reason for disregarding that 
suggestion ; he thought it wholly illogical. This is so ; if 
you make the specific approach — Mr. Lawson’s specific 
approach — and charge London Transport with the interest 
on the whole of the stock issued to acquire the London 
Passenger Transport Board assets including the very large 
surplus funds, you must give London Transport credit for 
the interest on those funds after the date of transfer to the 
extent to which they are made available to finance the 
other activities of the Commission. 

Again, as in the case of the surplus lands, it is one of 
two things : If you debit London Transport with the cost 
of acquiring these funds, you must credit London Trans- 
port with the interest attributable to the funds. If you do 
not credit London Transport with the interest attributable 
to the funds, then you must adjust the figure of £5;3m., 
the interest figure which includes the interest on the whole 
of the London Passenger Transport Board stock, and you 
must adjust it downwards. 

This figure of £200,000 interest on surplus funds for 
which we claim credit depends, of course, upon the calcula- 
tions made on Exhibit WHL 2, and those in their turn 
depend to some small extent upon the figures in WHL 1. 
The figures in WHL 1 and WHL 2 may also have some 
bearing on the amount which should be provided for 
General Reserve. 

May I turn now to the challenged i-tems in WHL 1 and 
say a few words about them? In WHL 1 items 1 to 3 
are admitted. I have dealt with item 4 ; either this credit 
must be credited in respect of surplus lands or the interest 
on British Transport stock in item 12 must be reduced 
by an amount proportionate to the true value of the 
surplus lands. 

Items 5 to 6 were challenged; they amount together over 
the period of 10 years to £5Tm., and I can be very brief 
in dealing with them. 

They include sums credited to provision — they are very 
large sums — in respect of rolling stock assets. These sums 
we were told were charged to revenue in order to equalise 
the cost of overhauling buses at some future date. There 
was no suggestion by the Transport Commission that 
overhauls are in themselves abnormal. Apparently less 
than usual was spent in certain years on overhauls because 
new buses had been bought which did not for the time 
being require to be overhauled. Mr. Lawson says that 
it is very unusual indeed to make a provision for equalisa- 
tion in respect of the maintenance of such depreciable 
assets as buses, and he had not come across any similar 
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item in the accounts of any of the road transport under- 
takings which he had examined. He thought that a 
bookkeeping entry of this kind was particularly pointless 
in the case of an undertaking which was being operated 
at a loss ; he thought that for the purpose of ascertaining 
London Transport’s cumulative deficit over this long 
period of 10 years the sensible course was to deal with 
maintenance on a cash basis. Mr. Lawson said that in 
ascertaining the true deficit these provisions for future 
maintenance are inappropriate and that maintenance is 
better dealt with upon a cash basis. 

Against that it is urged that the auditors of the Com- 
mission gave an unqualified certificate to accounts in 
which these sums had been charged to revenue, and Mr. 
Lawson dealt with that matter in his evidence ; he said 
that if the accounts had been presented to him in either 
of the two forms, either the form which he prefers or 
the form which the Commission adopted, he would have 
given an unqualified certificate. The fact remains that 
for the purpose of ascertaining this deficit over a period 
of 10 years, he thinks that his method is the better and 
he sees no reason, in the form in which the accounts have 
been presented to the auditors in the past, why it should 
not be. adopted by you in answering the question of what 
is the true deficit on London Transport during this period 
of 10 years. 

That is all I wish to say upon items 5 and 6, Sir. 

C President ) : Except this, Mr. MacKenna, that a very 
different position would appear in lines 5 and 6 if we 
were sitting in 1960 or 1961. 

(Mr. MacKenna ) : Mr. Lawson said that if the forecast 
was right that there was going to be in the next two or 
three years abnormal expenditure upon these matters 
which would be charged to maintenance equalisation 
account by the Commission, then the position would be 
the same upon both methods ; but he still says for the 
purposes of arriving at the deficit 

( President ): At the end of 1957? 

(Mr. MacKenna)-. Yes, Sir — or indeed at the end of 
any period, the sensible way of dealing with the matter 
is to treat maintenance on a cash basis and not to allow 
the deficit to be perhaps abnormally increased by a provi- 
sion in respect of work to be done in the future. 

(President) : But if it be true that we are concerned with 
the years from the very earliest, from 1959 onwards — 
probably it is more sensible to say from 1960 onwards 
— if it be true that, considering this matter in 1961, 1965, 
and 1966 would present a quite different complexion, the 
fact that there are two methods, both sensible, both 
approvable by eminent auditors would make the 
importance of these figures in lines 5 and 6 of WHL 1 
very much less, would it not? 

(Mr. MacKenna) : Yes, Sir, but again as an argument 
for using the cash basis, it does not involve any speculation 
about what is going to be the' course of expenditure in 
1959 and 1960 on those items. 

(President) : Except that we are not interested very 
much in ascertaining what the position was at the end 
of 1957 ; we are only interested in that question in so 
far as it throws any light upon what ought to be the 
position in 1'960? 

(Mr. MacKenna) : May I say at once, Sir, that I accept 
that. As I see it, the figures in WHL 1 serve very limited 
purposes in this enquiry. One purpose, of course, is to 
satisfy you in favour of the specific approach, that it is 
possibly what we call branch accounts upon which the 
specific approach depends ; that is one purpose. Another 
purpose is in testing that figure of £200,000, part of the 
calculation of the £5-5m. contribution to Central Charges, 
it is necessary, as a matter of the strictest mathematics, to 
enquire what the deficits were in the past, because the 
amount of surplus funds upon which that interest claimed 
is based depends upon what the deficits were in the past. 
That is the second purpose of WHL 1. I suppose the 
third purpose is this, that as one of the matters to be con- 
sidered in relation to the argument about the general 
reserve, there is the question of how much has been 
lost in the past, and WHL 1 tries to give the answer to 
that question. But when you are considering the much 
more important question of what the revenue position 
is likely to be in the future, so that the fares can be fixed 
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in relation to it, I agree if I may say so, that WHL 1 gives 
you very little help, and it is absolutely immaterial whether 
you take Mr. Lawson’s method of dealing with items 5 
and 6 as the appropriate one, or the Commission’s method. 

So I think it comes to this, that the importance of fixing 
the deficit figure in respect of those 10 years is a fairly 
limited one and it is only really in relation to that that any 
importance attaches to lines 5 and 6. 

(President) : I meant rather more than that ; I meant 
that in so far as accumulated deficit is important as assist- 
ing us in deciding what the charges ought to be in the 
future, as we shall be fixing a charge to be levied in 1960 
and 1961 onwards, we ought to look at WHL 1 in the state 
in which it would be if it were at the end of 1959. 

(Mr. MacKenna) : I follow that, Sir. 

Now may I pass from lines 5 and 6 to the only other 
item of WHL 1 which is seriously in question ; that is 
Item No. 20, income tax. I say the only other item ; I 
have dealt with surplus lands and I think surplus lands 
and items 5 and 6 are the only items which, in addition 
to Item 20, are in dispute. 

(President) : May I interrupt you before you go to 
Item 20? Item 18 is the interest earned on surplus funds 
year by year ; that is right, is it not? 

(Mr. MacKenna) : Yes, Sir. 

(President): From 1954 onwards in this Table WHL 1 
■the surplus funds upon which this interest has been earned 
has been taken as including the £L0m. income tax bonus, 
has it not? I am quite certain that it is, but perhaps you 
could get someone to agree about that? 

(Mr. MacKenna) : Yes, Sir ; I am told that is right. 

(President): So the £L0m. is taken to have been avail- 
able as a credit to London Transport from 1954 onwards? 

(Mr. MacKenna) : Yes, Sir, so it is important not only 
as reducing the total but as reducing it on some interest 
element 

(President): Yes; in 1954, for example, there would 
have been a minor surplus of £0-5m., if you look at line 18. 

(Mr. MacKenna): Yes, Sir; if the £L0m. was already 
credited, as I think it must have been by that year, by the 
person who prepared this table, then no doubt it was 
available to reduce a minus figure to a zero. 

(President) : There is no doubt that it was credited, if 
one looks at WHL 2. 

(Mr. MacKenna) : Yes, Sir. 

May I summarise very briefly the points which you will 
have to consider on Item No. 20. The choice lies between 
Mr. Winchester whose evidence you will find at Day 9, 
pages 214 and 215, and Mr. Lawson in passages to which 
I have not the reference. I would ask you to say that 
Mr. Lawson won this match on points. 

Mr. Winchester recognised that there was a choice of 
two alternatives, either to credit the recovery to the 
subsidiary companies whose profits had earned the taxed 
income — I should say rather whose profits had constituted 
the taxed income — or to oredit .the recovery to those parts 
of the undertaking whose losses had earned the remission 
of the tax. 

Mr. Winchester favoured the first alternative ; that is, 
to credit the recovery to the subsidiary companies. Mr. 
Lawson pointed out that the Commission had not in 
fact credited the recovery to the subsidiary companies, 
but had credited the £l2m. to a Transport Commission 
Account called “ Provision for Contingencies This, 
said Mr. Lawson, was inconsistent with Mr. Winchester’s 
choice of the first alternative. That was surely Mr. 
Lawson’s round. 

Mr. Winchester’s second point was that if any part of the 
money were credited to London Transport it would not 
be a revenue receipt, but a capital receipt. To that 
Mr. Lawson had two seemingly effective rejoinders ; he 
said first that a provision for contingencies is a revenue 
account 

(President) : An estoppel. 

(Mr. MacKenna): Yes, Sir. He said secondly that 
apart from estoppel it is reasonable to credit it to revenue 
and so to off-set against revenue losses a sum which is 
recovered 
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( President ) : He said he often has. 

(Mr. MacKenna ) : Yes, Sir, and I think he said it 
seemed to him to be reasonable. 

Mr. Fay tried to conduct a salvage operation; he 
took a point which indeed had not been mentioned 
by Mr. Winchester, that the year when the sum was 
credited to the provision for contingencies was 1954 ; 
that the choice of that year was more or less arbitrary, 
but that the chosen year would affect very much the 
question of how much would be gained for London and 
how much for the other parts of the undertaking, because 
losses as between one and the other could fluctuate, taking 
one year with another. 

In answer to Mr. Fay’s contribution, I am asked to 
refer you to the Transport Commission’s 1954 Report at 
page 13. 

(President)-. In my copy, Mr. MacKenna, there is a 
picture of one of the new cafeteria restaurant cars. 

(Mr. MacKenna) : I am sorry, Sir ; it is Vol. 2, in 
the Accounts ; the subheading is “ Taxation ”. 

(President) : You want to refer us to the notes? 

(Mr. MacKenna) : Yes, Sir, to Note ( b ) of paragraph 
19: “ the sum of £12m. has been transferred from this 
Account to a Provision for Contingencies, being approxi- 
mately the excess of tax recovered on dividends declared 
by Subsidiary Companies (mainly out of pre-acquisition 
profits) over the tax charged in their Accounts during 
the period from 1948 to 1954, the Commission having 
incurred deficits on Revenue Account over the same 
period”. You will see, therefore, that the choice of the 
year 1 954 is not an arbitrary one ; it was not the 
exercise of 

(President) : Skill and judgment? 

(Mr. MacKenna): Yes, Sir— which made the Com- 
mission ask to move this provision for contingencies in 
1954. The reason was that the losses had been suffered 
during the period ending in 1954. 

(Mr. Fay): Before my learned friend shuts his book, 
perhaps he will read all the passage. 

(Mr. MacKenna): Indeed, yes. I go on: “In 

view of the special nature of this credit to the Provision 
for Contingencies, it will be regarded by the Commission 
as available only for purposes of an exceptional nature . 
1 do .not know whether WHL 1 ranks as an operation ot 
“ an exceptional nature ” or not! 

(President) : Of course, this allocation is a very odd 
affair, is it not? If your “ branch ” had been any luckier 
than it was and the other branches bad luck had re- 
mained exactly the same, you would have been entitled to 
a larger share in this bonus. 

(Mr. MacKenna): That follows, with respect, because 
of the statutory reason for the refund being made, 
namely the losses incurred by the Commission as a whole. 

This sum of £12m. being available to the Commission 
as a whole, is it to be devoted to the purposes of the other 
parts of the undertaking exclusively of London or not . 
If London is to have its fair share, what is that fair 
share? 

If, as we say, the object of the exercise is to ensure 
that’ London pays its own way, it must surely follow that 
London must have its fair share of the good luck which 
comes to the Commission, among other reasons, for the 
reason of the loss suffered by London Transport. 

We put the case in that way, Sir, and we venture to 
submit to you and your colleagues that the argument 
presented by Mr. Lawson on this point is a more 
acceptable argument than that put forward by Mr. 
Winchester, which has the disadvantages of being really 
inconsistent with the way in which the Commission has 
dealt with the matter itself in its own accounts. 

(President): I do not think Mr. Lawson committed 
himself to the view that this £12m. transferred to con- 
tingencies need have been transferred to the revenue 
account, did he? 

(Mr. MacKenna) : Mr. Lawson, I think, said no more 
than 

(President): — that it had in fact been, and it was 
often added as a refund? 
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(Mr. MacKenna): Yes; it was often dealt with in this 
way, and it was not unusual to regard a matter of this 
kind as providing a windfall of a revenue nature, because 
the loss which had occasioned the refund was a revenue 
loss, and you would regard the refund as to some extent 
an offset against the loss. 

That is the argument, Sir, and we ask you to say that 
it is an acceptable argument. 

The alternative, of course, is that the £12m. is to be 
treated as something to be spent for the future benefit of 
other parts of the undertaking, and not for the benefit 
of London. 

I have finished now with WHL 1, Sir ; I come to WHL 2. 
I believe I am right in saying that no figure in WHL 2 
is disputed, except the figures whose correctness depend 
on the surplus or deficit figures in WHL 1. If you find 
the normal deficits — that is Item 19 of WHL 1 — are greater 
than the figures shown in WHL 1, then Item 6 of WHL 2 
will be altered to some extent. If, for example, you are 
against me about surplus lands, then the deficit will be 
greater than it appears in Item 19 of WHL 1, and some 
adjustment must be made in Item 6 of WHL 2, which 
takes in the deficits or surpluses from Item 19 of the other 
table. 

Might I add this cautionary word: The determination 
of the questions raised by Items 5 and 6 of WHL 1 
cannot affect the movements of funds recorded in WHL 2 ; 
that is because Items 5 and 6 of WHL 1 merely eliminate 
book entries and do not affect the cash position which 
alone is dealt with in WHL 2. If you decide against us 
on Items 5 and 6 of WHL 1, then Item 6 of WHL 2 will 
become minus £8-0m. ; that is £3-9m. plus the £5Tm. 
which is the total of Items 5 and 6. 

( President ) : It will become £9'0m., will it not? 

(Mr. MacKenna): Yes, Sir — minus £9-0m. But there 
will have to be another entry in WHL 2 of plus £5-lm. to 
eliminate the Transport Commission’s book entries in 
respect of the maintenance equalisation account. 

That matter would become a little clearer perhaps if 
you were to look at Item No. 7 in WHL 2, which is the 
entry dealing with depreciation. Depreciation has, of 
course, been charged to revenue, but it is a book entry, 
and therefore a credit is made for that charge in WHL 2. 

Similarly, if you were to say that Items 5 and 6 should 
stand in the way in which the Commission has dealt with 
them — that is to say, that they should remain charged 
against revenue — you would have to make an alteration in 
WHL 2 which would have the effect of eliminating those 
book entries as not being relevant to the cash position 
which alone is being dealt with in WHL 2. So the effect 
would be that you would be altering Item 6 by increasing 
the deficit ; buit you would make a counter entry which 
would off-set the amount added to Item 6. 

I have only this to add about the other matters in 
WHL 2, that if you find against the claim for tax, line 
18 of WHL 2 will also disappear. I think, when I 
have said that, I have said all I need upon WHL 2 and 
the effect which would follow upon your disallowing any 
of the items claimed by Mr. Lawson in WHL 1. 

Before I pass to my next point, Sir, may I come back 
to the question you put to me a moment ago on the 
tax item, Item 20. You asked me whether Mr. Lawson 
had said more than that items of that kind were some- 
times treated as revenue items when the tax was refunded. 
I said I thought Mr. Lawson had said that he thought 
it was right to treat it in that way, and my recollection 
on that point apparently is correct. At page 340 — that 
is in the record of the 15th Day— at Question 5661, 
Mr. Lawson is being re-examined about this item. He 
said in his answer to the previous question : “ The answer 
is that the contingency account is a revenue reserve ; 
it would in fact be put to revenue Then I asked him . 
“ Do vou think righ-tly so or not? ” and he answered 
“ I think rightly so ; it is an off-set against the loss ”. 

That is Mr. Lawson’s opinion, Sir ; it is that you would 
rightly treat this sum when it came back as a sum which 
belonged to revenue. It would be off-set against the loss ; 
that is to say, against the London Transport loss, to the 
extent to which that loss had caused the refund to be 
made. 
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( President ): Yes. What was in my mind, Mr. 

MacKenna, was the last paragraph of Mr. Lawson’s note 
on page 10, in which he said: “In such an operation a 
credit corresponding to the tax recovered ” 

(Mr. MacKenna) : Yes, Sir, I remember that ; he said 
no more than that in the note, but he went beyond it in 
his evidence. 

(Mr. Fay ) : He also contemplated, as I am sure my 
learned friend will agree, that it would be proper to keep 
the money in the tax account if the Commission thought 
fit. 

(Mr. MacKenna) : I suppose that is right ; if the 

accountants form the view that it should be kept in the 
tax account, you have to treat it as being kept for some 
purpose which not a revenue purpose. 

( President ) : And in this case you, at any rate as a 
matter of dialectics, rely on the auditors’ action? 

(Mr. MacKenna ) : Very much so, Sir. 

Then I come to the second question we have proposed 
for your consideration ; that is the question of the general 
reserve. Mr. Fay’s justification of the figure of £2-0m. 
is found at Day 1, page 19 

(President) : Mr. MacKenna, this is probably the last 
moment at which we dare cut you down. You are going 
to take some time, I hope? 

(Mr. MacKenna) : I have this matter of the general 
reserve to deal with. Sir, and, of course, the matter of the 
replacement reserve. 

( President ): Yes, and I do not think Friday afternoon 
is a good afternoon to sit late. 

(Mr. MacKenna ): No, Sir. I wonder if it would be 
possible for you to accommodate me on these other points 
on some day next week which would not be first thing 
on Monday morning? I am opening a case on Monday. 

(President): Yes, certainly. I really forget what pro- 
gramme has been arranged. 



[Continued 



(Mr. Fay) : The programme is on the Note of the day 
before last. Sir. 

(President) : Yes, but it may have been altered, Mr. 
Fay. I will tell you what it is now. On Monday Mr. 
Rippon is expecting to address us, and I am told that he 
is likely to address us for a day. If he does not, Mr. 
Dudley Collard has also been informed that there is a 
possibility, or a fear, that he may be asked to address us. 
On Tuesday so far it is Mr. MacLaren ; I gather that he 
is going to address us before Sir Milner Holland. Do you 
know, Mr. Mercer? 

(Mr. Mercer) : No, Sir ; I was not told of that. 

(Mr. MacKenna ): I am opening a case on Monday 
morning. Sir ; it will last for some days, but if I can 
escape from there and come here at some time which is 
convenient to you and your colleagues, I would be very 
grateful to you for the indulgence ; but I shall be on my 
feet opening the case on Monday morning. 

(President): Would Tuesday suit you, Mr. MacKenna? 

(Mr. MacKenna) : I am sure that some time on Tuesday 
would suit me very well, Sir. 

(President) : Would it be first thing or not? Would first 
thing on Tuesday be convenient? 

(Mr. MacKenna) : I should have thought so, Sir. 

(President) : Then we had better leave it at that. Perhaps 
their clerks would have a word with Mr. MacLaren and 
Sir Milner Holland. 

I take it there is not a unanimous desire to sit late to- 
night? Apparently not ; I see no sign of it. Then we 
shall sit at 11 o’clock on Monday. 

Mr. Fay, it is quite obvious, is it not, that we shall be 
pushed forward now into the week after next? I think I 
have made it clear that we are not sitting next week on 
either Wednesday or Thursday. 

(Mr. Fay) : Yes, Sir ; you have made that quite clear. 




(Adjourned until Monday, 23rd February, 1959, at II o'clock.) 



CORRIGENDA 

Proceedings, Fifth Day — Tuesday, 3rd February, 1959 

Page 89, column 2, paragraph 823, line 8— for “ authority ” read “ policy ” 

Page 94, col umn 1, paragraph 947, line 10— for “ they ” read “ many ” 

for “ properly ” read “ monthly ” 

Page 95, column 1, paragraph 971, lines 19 and 20— for “ various ” read “ valiant ” 

Page 97, column 2, paragraph 1037, line 4 — for “ make an economical fares list. That ” read “ take a mathematical 

figure and say that ” 

Page 97, column 2, paragraph 1037, line 5— for “ ; but ” read “ . But ” 

Page 98, column 1, paragraph 1039, line 10— for “ regional ” read “ marginal ” 

Page 98, column 2, paragraph 1048, line 3— for “ like it to happen ” read “ like to help ” 

Page 99, column 1, paragraph 1058, line 3— after “ will ” insert “ not ” 

Page 100, column 2, paragraph 1101, line 7— for “ loaded up for ” read “ loading up ” 

Page 101, column 1, paragraph 1104, line 13— for “ , because it is ” read “ . It must be ” 

Page 101, column 1, paragraph 1106, line 16— for “ argument ” read “ expectation ” 

Page 101, column 1, paragraph 1108, line 7— for “ leave them ” read “ leave things ” 

Page 101, column 1, paragraph 1109, line 8— for “ argument ” read “ expectation ” 

Page 101, column 1, paragraph 1109, line 9— for “ what ” read “ that ” 

Page 101, column 2, paragraph 1112, line 3— for “ added ” read “ made it ” 

Page 102, column 1, paragraph 1129, line 8— for “ draft ” read “ graph ” 

Page 102, column 1, paragraph 1131, line 6— for “ curve,” read “ curve— ” 

Page 103, column 1, paragraph 1154, line 10— for “ charges.” read “ apparatus.” 

Page 103, column 1, paragraph 1158, line 5— for “ rural ” read “ freight ” 

Page 103, column 1, paragraph 1159, line 5— after “ is ” insert “ not ” 

Page 104. column 1, paragraph 1180, line 6 — for “ question ” read “ equation ” 

Page 104, column 2, paragraph 1186, line 18— for “ signal ” read “ engineering ” 

Page 105, column 2, paragraph 1207, line 7 — for “ contributions ” read “ conurbations ” 

Page 106, column 2, paragraph 1230, line 4 — for “ do ” read “ go ” 
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Proceedings, Tenth Day — Wednesday, 1 1th February, 1959 

Page 224. column 2, Question 3124, line 12 — for “ £0- lm.” read “ £1 -6m.” 

Page 226, column 1, Question 3159, line 2 — for “ 191 ” read “ 190-1 ” 

Page 226, column 1, Question 3170, line 1 — for “ Yes ” read “ £0-4m.” 

Page 226, column 2, Question 3176, line 3 — for “ £16-lm.” read “ £16-0m.” 

Page 226, column 2, Question 3187, line 2 — for “ 1959 ” read “ 1958 ” 

Page 228, column 1, Question 3241, line 1 — for “ 12-^ ” read “ 34-^ ” 

Page 228, column 2, Question 3248, line 9— after “ costs ” insert “ and economies ” 

Page 229, column 1, Question 3261, line 2— for “ similar ” read “ smaller ” 

Page 229, column 1, Question 3262, line 4 — for “ £6 -2m.” read “ £3 -2m.” 

Page 229, column 1, Question 3262, line 5 — after “ VI — 1 ” insert “ o ”) 

Page 229, column 1, Question 3283, line 5— for “ with ” read “ plus ” 

Page 229, column 1, Question 3283, line 5 — for “ in other ” read “ with other ” 

Page 231, column 2, Question 3363, line 2 — for “ it ” read “ is ” 

Page 232, column 2, Question 3403, line 1 — for “ 1955 ” read “ 1954 ” 

Page 232, column 2, Question 3413, line 9— for “ nationalised industries ” read “ national indices ” 

Page 232, column 2, Question 3413, line 10 — for “ 1955 ” read “ 1954 ” 

Page 240, column 1, Question 3595, line 2— for “ these reasons: ” read “ those reasons ” (no colon) 

Page 241, column 2, Question 3630, line 1— for “ from the 11th September to 30th ” read “ for the period from the week 

ending the 14th September to the week ending the 30th ” 

Page 241, column 2, Question 3630, line 10— for “ can ” read “ cannot ” 

Page 242, column 1, Question 3636, line 2 — for “ £44,000 ” read “ £45,000 ” 

Page 242, column 1, Question 3636, line 3 — for “ over ” read “ nearly ” 
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